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ENERGY SCONOMICS AUSTRIA 


ENERGY CONSUMPTION, IMPORT PATTERNS ANALYZED 
Vienna MONATSBERICHTE in German Sep 81 pp 496-501 
[text] Drop in Energy Use 


Last year, energy use stagnated and since the early part of this year, it has 
been declining; storage demand ie much weaker than last year as well. In the 
second quarter, energy use was down by 1.9 percent as compared with 1980 (down 

by 1.2 percent over the first half of the year) and spring purchases were down 

by 10.5 percent although fuel reserves were very much reduced during the 1980/81 
heating season. The decline in energy use may be ascribed to the high cost of 
energy, to declining production and to particularly favorable weather conditions. 
The drop in purchases may be ascribed to greatly increased storage costs (due in 
particular to high interest rates on outside capital) and to altered conditions 
on the international energy market. At present, there is a worldwide energy glut 
which has led to lower prices on individual markets. Although energy costs for 
industry have risen very sharply since the beginning of 1980 (rising 25 percent 
during that year and still rising) no above-average drop in energy use yer pro~ 
duction unit (adjusted to reflect changes in production structure) can as yet 

be detected. The experience in other countries has been that there is a time lag 
of several years in the adjustment pattern to changed energy prices. As a rule, 
the adjustment calls for appropriate investments which, among other things, de- 
pend on the financial condition and on prospective profits on the part of the 
firms concerned, In the second quarter of 1981, industrial production (-0.5 per- 
cent during second quarter; -3.0 percent during first half) and industrial energy 
use (+0 percent; -2.2 percent) were about the same as last year. The recession in 
the iron and steel industry (second quarter pig iron production was down by 3.3 
percent) had a negative impact on energy use while surprisingly favorable produc= 
tion figures in several energy-intensive branches (building materials and ceramics, 
+2.6 percent; chemical industry, +3.9 percent; food industry, +4.4 percent) pushed 
energy use up.last spring. 


Overall stagnation of the economy this year (real GNP for second quarter +1.2 per= 
cent; for first half, +0 percent) and the sharp rise in energy prices have led to 
appreciable cuts in use in the transportation sector in particular. The unfavor- 
able employment picture in transport-intensive areas of the economy hag resulted 
in a decline in demand for goods transport and consequently both to a decline in 
the consumption of Diesel fuel (-5.7 percent in the second quarter; 4.7 percent 
for the first half) and a decline in electrical power consumption by the Austrian 
national railroads. Gasoline prices were raised by 6.3 percent in late February 
and by another 4.9 percent in early July. Second quarter average gasoline prices 














were 16.9 percent higher than last year; as a result, gasoline consumption decline¢c 
by 2.0 percent. Automobile owners are increasingly reacting to higher fuel costs 

by cutting down on unnecessary pleasure trips and greater use of mass transport, 

if available at appropriate cost.. 


The drop in energy consumption on the part of small users was particularly marked 
(«5.1 percent in second quarter; -1.9 percent in first half). But, if one takes 
into consideration both the extremely favorable weather conditions (the number of 
degree days, which is an indicator for heating purposes, was 16.2 percent lower 
than in "normal years" and 35.7 percent lower than last year) and the sharp rise 
in fuel costs (which climbed 13.6 percent since the end of 1980 and were 18.6 
percent than during the corresponding quarter last year) the decline in consump- 
tion should have been even greater, based on previous experience, It is conceiv- 
able, however, that the comparison with last year's figures may be distorted by 
diverse shifts in storage levels which have not been statistically recorded. This 
particularly applies to demand for home heating oil. This spring, it appears, fear 
of further price increases led to large purchases to build up reserves. 


Domestic energy prices did not begin to reflect the most recent round of price in- 
creases on the world market until the fall of 1979. By early 1981, price increases 
abroad stopped; but in Austria, they continued until late summer of 1981 primarily 
because of the rise of the dollar against the Austrian schilling. The prices for 
mineral oil produnts and natural gas rose most since last year. Different types of 
neating oil had risen in price by 27.3 to 50.4 percent in the second quarter as 
compared to a year ago— gas oil for heating use by 27.3 percent; heavy-grade 
heating oil by 36.2 percent; medium-grade by 35.8 percent, and light by 50.4 per= 
cent; gasoline rose by 16.9 percent— regular by 17-S percent; high-test by 16.4 
percent; natural gas (for small users) by 28.7 percent, The prices for solid fuels 
have also been rising recently, with the cost of electricity rising least thus 

far (48.8 percent in the second quarter). The rise in the dollar exchange rate 

and the resultant rise in the cost of Austrian oil imports led to a renewed upward 
revision of the prices for petroleum products (+4.4 percent for heavy-grade heat- 
ing oil; +4.8 percent for gas oil for heating use; +5.2 percent for regular gaso- 
line and +4.8 percent for high-test). Nonetheless, there was the threat of sort 
supply which resulted in the decontrol of oil prices (excluding gas oil for heat- 
ing use) starting in mid-September (to run until the end of January 1982). Present 
prices for gasoline, as fixed by the oil industry, are not quite 5 percent than 
they previously were. Over the past 2h years, domestic prices for gasoline have 
thus risen by about two-thirds; for gas oil for heating use by 100 percent, and 
for various other types of heating oil by up to 150 percent. 


The overall decline in energy demand varied with individual users; with the appre- 
ciable change in relative energy costs favoring substitution schemes. Use of coal 
increased sharply (+..” percent in the second quarter; +5.6 in the first half); 
use of electricity sta,aated (-1.4 percent; -0.6 percent); oil consumption decli- 
ned somewhat (-%.1; -2.5) and natural gas consumption declined sharply (-12.53 
-6,3). Industry used mach less natural gas, about the same amount of heating oil 
and much more coal. Small users cut down on natural gas and remote heat even more 
than on heating oil and purchased about as much coal as before. Only the electri- 
city industry used far less heating oil and natural gas in its caloric power 

power plants, substituting far more soft coal to generate steam, 
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This spring, the institute predicted'a decline in energy consumption for 1981 by 
about 14 percent, a decline in demand for hydrocarbons and an increase in the de- 
mand for coal. In addition, it predicted a decline of domestic energy production 
as well as energy imports, a slight decrease in dependence on imports but another 
sharp increase in the adverse balance of trade. 


Higher Dollar Exchange Rate Adversely Affects Austrian Balance of Trade on Energy 


As expected, domestic energy production declined still further. As planned, the 
coal mines increased production (by 3.6 percent in the second quarter) and the 
hydroelectric power plants produced more electricity (their production coefficient 
was 4.7 percent higher than last year and 4.3 percent higher than that of a "normal 
year"), Nonetheless, it was impossible to offset the decline in production of 
petroleum (by 9.0 percent) and of natural gas (by 16.0 percent). Due to lower 
energy consumption and slow demand for reserves, energy imports also declined; but 
the debit in the balance of trade increased sharply. In terms of thermal value, hey 
fell by 2.6 percent from 176 PJ to 172 PJ but in terms of cash value, they rose 
by 30.5 percent from 11.5 billion Schillings to 15.4 billion. The rise in import 
rices amounted to 34.0 percent; the highest percentages being for natural gas 
+477 percent) and for oil (petroleum and petroleum products rising by 40.5 per- 
cent). At present, there is a worldwide oil glut and the export prices calculated 
in dollars have come down a good deal since the spring. But in Austria, the rise 
in oil import prices continued until late summer because the Schilling exchange 
rate losses against the dollar made imports more expensive. In August, the dollar 
exchange rate was 23 percent higher thai at the beginning of the year and 38 per= 
cent higher than at the same time last year. It was not until recently that the 
dollar exchange rate began to weaken somewhat. In late July, import prices for a 
ton of crude stood at 4.827 Schillings which was 26 percent more than at the 
beginning of the year (3.836 Schillings) and 225 percent higher than in the spring 
of 1979 (1.486 Schillings) when the most recent round of oil price increases began. 
For Austria, the cost of oil imports rose even more sharply than in 1973 and 1974 
when prices increased by 189 percent. 


Economic stagnation in the Western industrial nations and the sharp rise in energy 
costs have resulted in lowered energy consumption internationally and a particu- 
larly sharp decline in the demand for oil, Energy-saving investments and the sub- 
stitution of heating oil by other fuels are making themselves felt more and more. 
Qil prices on the spot market are falling and although the OPEC countries are pro- 
ducing less (-18.8 percent in the second quarter) there still is an oversupply of 
2 to 3 million barrels a day— world o41 production amounting to 60 million barrels 
a day. So far, the OPEC countries have not been able to agree on a uniform export 
price based on the new, altered market corditions and have not fixed production 
quotas for the member countries. The glut has been instrumental above all in forc- 
ing down the high prices charged by the African OPEC members Nigeria, Algeria and 
Libya. Unless the uncertain political situation in the Near East results in a re- 
newed disruption in the oil supply, the oil glut should continue for a time de- 
spite the fact that Saudi Arabia cut production by one million barrels a day to 
about 9 million barrels in September. 





1) K, Musil, “Austria's Energy Situation-Prospects for 1981" /A Study Prepared for 
the Ministry of Commerce, Small Business and Indust Vienna, 1981. 
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Consumption of Electricity Is Down 


Early this year, consumption of electricity stagnated (40.9 percent in the first 
quarter); in the spring and summer, it fell below last year's levels (-1.4 percent 
in the second quarter; -0.1 percent for the first half). The drop in the second 
quarter is due above all to reduced small-user consumption as a result of weather 
conditions (-3.1 percent in the second quarter) and to reduced industrial consump- 
tion (-0.6 percent) due to the economic situation, Consumption of electricity for 
transportation increased somewhat (+1.8 percent) and increased sharply for the 
operation of pumps in storage power plants (+19.1 percent). 


Since 1973, consumption of electricity has been growing at a markedly slower rate 
than before. During the last economic boom between 1967 and 1973, consumption in- 
creased at an annual average rate of 7.1 percent—- industry consumption rising by 
5.4 percent and that of small users by 9.4 percent. Since then, the average annual 
rate of increase was only 3.7 percent (2.3 percent for industry and 5.5 percent 
for small users). This marked slowdown since 1973 is probably due above all to the 
decline of the economic growth rate from 5.9 percent annually to 3 percent. The 
roduction and/or income elasticity quotient of the consumption of electricity 
Chien the rate of increase of electricity consumption measured against the rate 
of increase of the real GNP) actually rose from 1,19 to 1.22. As before, demand 
for electricity is growing at a faster rate than that of all other energy sources. 
combined. 


In the first half of 1981, consumption stagnated (-0.1 percent;-0.6 percent ex- 
cluding pump power). Given average weather conditions, no appreciable rise in con= 
sumption is expected during the second half of the year. The last time demand for 
electric power was as weak was during the recession year of 1975. The reduction 

in power consumption by industry during the first half (-1.4 percent) can be tra- 
ced to the unfavorable situation in the power=intensive branches; based on the 
production elasticity quotient of industrial power consumption, this was to be 
expected. Small user consumption (households, small businesses, farms, public 
buildings) is likely to have been relatively hign. Although they used just about 
as much power as a year ago (0.2 percent), a reduction in consumption had actually 
been expected in view of the 7.6 percent increase in rates early this year and the 
exceptionally mild winter. If one assumes that 30 percent of power consumption 
normally go for heating during the first half of the year and if one takes into 
consideration that the degree days were 6.3 percent lower this year, consumption 
ought by rights to have declined by just about 2 percent. Perhaps the shift in 
relative «nergy costs in favor of household electricity may have induced the small 
users to tarn to electricity for heating, particularly during the "in-betweex 
period." 


Lively Demand for Solid Fuels 


Prices for slid fuels are also rising slowly. Since the end of 1980, prices for 
coke and soft coal briquettes have risen by 10.9 percent and 12.6 percent respec= 
tively. But the price rise is being glowed down appreciably as a consequence of 
lower demand by the iron-producing industry due to the worldwide iron and steel 
crisis and prices for coal are rising less sharply than those for heating oil and 

















natural gas. Demand for coal is still increasing (+€.2 percent in the second quar- 
ter; +5.8 percent in the first half). Due to its comparatively low price, coal has 
gained considerably on the market at the expense of heating oil and natural gas. 
The power industry in particular burnt more coal and less heating oil and natural 
gas this year and industry generally substituted low-cost coal for expensive natu- 
ral gas. The return of coal to industry on a large scale, however, calls for major 
investments as a rule. Thus far, the share of coal still is relatively small and 
is likely to increase but slowly. 


Oil Consumption Falling, Reserves Being Used Up 


Demand for petroleum products continues to decline (-10.7 percent in sales in the 
second quarter; -7.2 percent in the first half). Consumption is down (by 4.0 and 
2.6 percent) and reserves are being used up. Due to the sharp rise in the price of 
imported oil, energy costs for small customers (as measured by the partial index 
of the consumer price index for energy products exclusive of fuels) have risen 
both in nominal and in real terms (as measured against all other goods and ser- 
vices included in the consumer price index) at a faster rate than before (nomi- 
nally by +16.2 percent and by +6.1 percent in real terms in 1974; by +15.8 and 
46.8 percent in 1975 and by +18.9 and +6.4 percent in 1980). For this year, the 
price rise is expected to be all of 20 percent. In the second quarter of 1981, 
average prices for heating oil depending on the type were 27.3 percent (gas oil 
for heating) to 50.4 percent (light-grade heating oil) higher than last year and 
prices for gasoline were 16.9 percent higher. Demand for motor fuels declined by 
3.5 percent; consumption of heating oil declined by 4.3 percent. Heating oil pur- 
chases even dropped by 16.0 percent as many consumers used up their reserves or 
failed to replenisi: them in the off-season. 


Due to weak demand, domestic refineries which had operated at 83 percent capacity 
early this year were operating at about 70 percent by the middle of the year. Oil 
consumption abroad declinea even more sharply than in Austria. DC-wide domestic 
deliveries between January and May were down 13.1 percent overall—— gasoline was 
down 3.6 percent; gas oil, 11.7 percent and heating oil, 17.7 percent.and refinery 
throughput is in a much worse state there. 


The drop in natural gas consemption was particularly pronounced (-12.5 percent in 
the second quarter; -6.3 percent in the first half) as natural gas prices were 
rising along with oil prices since last year, which resulted in substitution pro- 
cedures, About 60 percent of the natural gas supply comes from abroad. In early 
1979, at the start of the most recent round of price increases, the price for 
imported natural gas still stood at about 1.90 Schillings per m?; presently, it 
stands at about 3.0 Schillings per m’— an increase of 152 percent. Natural gas 
consumption by industry declined by 13.4 percent; household consumption by 2261 
percent; power plants and remote heating plants burnt 18.3 percent less natural 
gas. Only in the petro-chemical industry did the use of natural gas as a raw 


material increase by 14.6 percent. 











Energy Balance for Second Quarter 


(1) (2) @) (4) (5) (6) (7) (8) (9) (10) 


Forderung Eintunr Austunr Lager unc Gesemiver- Umwendiung Erzeugung Exgen- Nicht- Energetr 





Statistsche verbrauch os energet: «= scher End 
Ditterenz Produkte des Sektors scher verbrauch 
Energie 
(11) TJ") 
12) er80 8 381 29 864 a. a 2 oo 12.421 29.999 
1981 8 679 32°38 61 —- 9 837 19 947 12 48) 32.370 
13 % gegen Vorjan + 36 +79 -101 + 82 + 36 + 05 +79 
14 — — 18179-1168, 842 17a (iw 13189««118.4K7 =: 18055 108.280 6518 12 690 91.422 
1987 13 808 96 903 1 666 + 5732 114.776 102 129 95 031 5779 12.757 69 142 
% gegen Vorjanr - 90 —17.1 - 46 - 31 -12.0 -122 —113 + 05 - 25 
(15) ces | 
1980 12 474 27 743 — §487 «7TH 5.005 247 1064 4847 24 062 
1981 10 473 4134) —214¢ 3 380 4088 179 679 5 S56 20.235 
% gegen’ ‘snr — 160 + 49.0 -125 - 183 -275 -%2 +146 -159 
(16) — oo 38 385 1706 7 938 32 153 38 385 38.077 5§9 31 187 
1981 40 199 1.192 8507 32.883 40 199 372 785 30 625 
% gegen Vorjenr + 47 —~3X2 + 72 + 23 + 47 + 17 +19.1 -— 18 
(17) Fernwerme 
1980 2.661 2 661 
1981 2646 2 ME 
% gegen Vorjenr —118 —118 
| (18) a 74 419 176 155 9 764 18656 222155 178.080 161 646 8.241 17.537 179.33: 
1981 73 158 171 645 10 233 - 16 693 217 876 166 362 148 762 7.243 18.313 174718 
% gegen Vorjanr - 17 - 26 + 48 -19 - 69 - 80 —12.1 + 44 - 26 
Key: 
1. Production 10, Energy End Use 
2. Imports 141, Heating Value per Unit 
3. Exports 12, Coal 
4. Reserves and Statistical Differ- 13. Percent Change 
ence 
5. Total Use 14. Petroleum and Petroleum Products 
6, Conversion 15. Gas 
7. Production of Derivatives 16, Hlectric Power 
8, nergy Sector Use 17. Remote Heating Plants 
9. Energy End Use 18. Total 














Energy Balance for First and Second Quarter 


Austunr 








Forderung Eintunr Lager und = Umwendiung Erzeugung Exgen- Nicnt- Energet:- 
Statestische adgeleteter verbreuch energet  scher Eno- 
Differenz Produkte des Sektors scher verbrauch 
Energre Verbreuch 
TJ") 
Kone 
1980 16 829 57 559 175 + 3385 77 598 47 280 24 878 55 215 
198) 18 994 57 550 140 + 57% 82 134 48 84 23 861 57 100 
% gegen Vorjenr +129 - 00 -137 + 58 +35 - 41 + 34 
—_ a pep 34 306 233 097 3177 —10007 254466 249 793 219.393 12516 18.943 192 605 
198; 27 B34 210 876 3 686 413130 248 155 231 881 204 296 12.681 19 976 187 901 
% gegen Vorjenr —189 - 95 + 16.0 - 25 - 72 - 69 +13 + 55 - 24 
otee0 37 931 47 26) - 804 64 687 12 844 763 1 866 10.627 60.113 
1981 27 144 61 642 — 9456 79.331 13.010 $98 1581 11.472 53 866 
% gegen Vorjanr ~ 264 +4 - 63 + 13 —216 —153 +79 —104 
Elektrisc.er Strom 
1986 65 552 5 800 12.859 58 492 65 552 76.230 731 68 440 
198) 67 S05 5 630 13 180 59 955 67 505 76 €22 1030 68 044 
% gegen Vorjanr + 30 - 29 + 25 + 25 + 30 + 05 +40° - 06 
“oe + +8 
1981 9071 9.071 
% gegen Vorjanr +167 +107 
1980 . : 154 617 343 716 16 210 — 688) 475 241 375 449 329 458 1§ 113 29 570 364 565 
198) 141 476 335 700 17 003 + 940s 469575 361300 314 448 15.292 31 448 375.981 
% gegen Vorjahr - 65 - 23 + 49 - 12 - 38 — 46 +12 + 64 - 22 
Key: 
Same as above 1-18 
') Heizwert je Mengeneimnne:t ( (4 x) 
Steink one (4 )  oF6 bare) Normetbenzin (7) 42,8 T4/1.0001 eo! 15 40.9 T4/1.000 1 
Stemkonienkoks (2) 28.6 75/1000! Superbenzin (8 ) 42,8 4/1 0001 Naturges 37.1 TIA. wf 
Breunkohie (3) 12.3 TJ/1 0001 Leucntpetroteum (9 ) 43.2 T4/1.0001 oes 32.0 TJs 
Braunkonienbrikett (4) 20,7 Ty/1 000" Fiugpetroleum (10) 43.2 Ty/1.0001 (38) 45 TJ/GWh 
Erdol. ron (5 ) 42.2 7/1 000! Dreseltrevsrot ( 11 ) 42.9 TJ/1.000 1 Elekineche sane | 3,6 TJ/GWh 
(6) 46 3 15/1 0001 Gaso! tur rearwectyy x) (12) 42.9 73/1.0001 Fernwarme (20) 3,6 TJ/GWn 
( 1 ) Sonstige Produkte 41.67J/1 0001 
4 Produkte fur Gee Werterverarbertung 41.6 TJ/1 O00! 
Key: 
1. Hard Coal 10. Aircraft Kerosene 
2. Hard Coal Coke 11. Diesel Fuel 
3. Soft Coal 12. Gas Oil for Heating 
4. Soft Coal Briquettes 13. Other Products 
5. Crude 0il 14. Products for Processing 
6. Liquid Gas 15. Fuel Oil 
7. Regular Gasoline 16. Natural Gas 
8, Premium Gasoline 17. City Gas 
9, Kerosene 18. Hydroelectric Power 
19. Electric Power 
20. Remote Heating Plants 














Energy Use Statistics 
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Percent Change Against Last Year 6, Natural Gas 

?, Electric Power 7. Production Coefficient of 
Energy Systems 

3. Coal 8. Effective Value 


4. Fuel Oil 9, Sliding Quarterly Average 
5. Motor Fuel 10. Long-Term Average 














Key: 


Key: 


1. 
26 
36 
4. 





Electric Power 


W. Quarta! rung ge 
Gwn in% 
Erzeugung (2)... oe 10270 S77 «(10757 «= + (1,7 
or weaserkraf 43} 823% 868500 8S 47 
Wormerratt .. (4) 2005 2047 1824 —109 
Eintuty . ad (5) 389 474 31 098-302 
nat ...(6),. 207 2205 238+ 72 
Verbrauch | 8504 8888725 18 
(7) 
OQ Bundesiesiverteiter (8) 


Percentage Change Against Last Year 5. Imports 


Production 6. Exports 
Hydroelectric 7. Usage 
Thermoelectric 8. Sources Federal Power 
Authority 
Coal 


ss 


1979 1980 1961 Verénde- 


Nn Quertal rung ge 
orien 

1.0001 in % 

Erzeugung (2) 1081 1196s‘: + 23 
Eintunr (3) 1300 1.402218 + «8 
austuw (4) 3 S$ 167 


Lager + Statist Oifferenz (5) -422 —219 — 168 
(6) 1.986 2.001 2.186 + 76 


Verbrauch 
davon 
Stemkonle (7) | os mm 2 +2 
Sieinuonveraphs. (8) a, aS 
Braunkonie (3) ; a. ee ees 
Braunkonienbriketts (10) 98 123 124 + 08 


Q Bundesminsterium fir Hende!. Gewerbe. Industrie (11) 


Percent Change Against Last Year 6. Usage 
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ENERGY ECONOMICS ITALY 


PROSPECTS FOR NUCLEAR ENERGY IN DISTRICT HEATING 
Rome RASSEGNA PETROLIFERA in Italian 2 Oct 81 pp 747-751 
[ Text | 


At Rome University's Nuclear Plant Institute they have already con- 
ducted other studies on the feasibility of piping heat from nuclear 
generators to urban distribution systems. 


They have also developed analytical and monitoring instruments used 
in urban heat distribution systems and used them in, among others, 
a feasibility study for a district heating system in the city of 
Aquila and in the design of the district heating system in Rome's 
"Torino Sud" neighborhood. 


On the basis of the "Site Map" developed by the Nuclear Energy Commis- 
sion (CNEN), a study was recently conducted to assess the prospects 
for nuclear-generated district heating in Italy. In that study they 
analyzed, site by site, the major mains for distributing heat, using 
by far the highest assumption as to the demand for heat from users 
and for their consumption curve. 


On the basis of the presence of a heat distribution system in the ci- 
ties surveyed, they ran a comparison between the use of large-scale 
oil-fired central boilers, located close to the cities, and the heat 
output that would be required from the nuclear power plants, using a 
suitable tie-in line to the user system (nuclear power plants are 
—— situated at adequate distances from major population cen~ 
ters). 


The work in progress, rather than offering economic comparisons, aimed 
at establishing a scale among the various sites surveyed, on the basis 
of the possibility of combined utilization of electricity and heat, 
for purposes of suggesting -~ of course on an equal footing with all 
other conditions cited -- the most promising sites for nuclear power 
plants. 


For each site they examined the various possibilities for hookups 


with neighboring towns and cities, then proceding to map the optimum 
routes on the basis of the amount of demand for heat, the length of 
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pipelines, and all obstacles inherent in the nature and contours of 
the terrain. The suitability of each site for district heating was 
expressed through the most significant parameters, such as: the 
population within the range of district heating service; the dis- 
tance from population centers of the site selected for the nuclear 
power plant; annual heating requirements; and the heating power 
required. 


The rating of the various sites was expressed by an "r" parameter -- 
cost-efficiency factor --- defined as the ratio between the total 
reachable population for district heating and the number of households 
it would be really profitable to serve, as a function of distance from 
the nuclear power plant to the population center and of climatic data 
for the locality under consideration. 


Using the "r" factor as calculated for each site, solutions were cho- 
sen which lend themselves best to district heating service from nu- 
clear power plants. Table I shows the sites most suitable for dis- 
trict heating, along with the heating power required, the population 
to be served, and the annual heat requirement. 


The total heat distributed, in case nuclear plants were to be built 

at each of the sites and assuming that all these plants would provide 
district heating service, would be 22,000 fcal/yr for a population of 
8.6 million inhabitants with a required thermal capacity of 8,200 MW. 


Proposal for a Plan to Build Nuclear Power Plants 
Designed to Provide District Heating 


The sites shown on Table 1 were reconsidered on the basis of programs 
put forward by the National Electric Power Company (ENEL), and of the 


relative figures for electricity consumption in the Italian regions. 


Priority was assigned to completion of nuclear power plants on sites 
located in the regions which are in shortest supply of electricity. 


ENEL's program for the 1980-1990 decade calls for installation of at 
least 4,000 MWe of nuclear power capacity in units rated at 1,000 MWe. 
in addition to the plant at Montalto di Castro (in upper Lazio) and 
then, in the mid-term, construction of more nuclear power plants until 
the desired capacity of 12,000 Mw of nuclear-generated power is in- 
stalled. 


ENEL's estimates of the electric power shortfall in Italy's regions, 
extrapolated to 1990, based on a medium assumption of demand growth 
and on completion only of the plants under construction and author- 
ized as of 31 December 1978, show Lombardy, Piedmont, Campania, Tus- 
cany, Emilia-Romagna, and Apulia as those most in need of additional 
power. 


Most of this shortfall should be covered by building both coal-fired 
and nuclear power plants. 
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Without getting into the merits of the type of plant to build -- 
nuclear or coal-fired -- the suitability ratings for district heating 
of each of the sites and the figures on electric power shortfall for 
the regions made it easy to pick out those sites in which both condi- 
tions were met. 


For such qualified sites, they ran further assessments of the profi- 
tability of the plant, seeking to arrive at an economic quantification 
of the savings that could be realized. A single exception was made 
for Lazio, which was included in these considerations even though it 
is not one of the most power-short regions (one of the reasons for 
that is that the upper Lazio nuclear plant, authorized by 31 December 
1978, was included in the assessment of energy sufficiency), because 
it has the only site hitherto approved (Montalto di Castro) for build- 
ing the nuclear power plant. 


On the basis of all the foregoing, the following sites were considered: 


Trino Vercellese, in Piedmont; Sale, in Piedmont; Cancossa, in Lonw# 
bardy; Fossa, in Emilia-Romagna; Savia, in Emilia-Romagna; and 
Montalto di Castro, in Lazio. 


With the exception of the upper Lazio plant, already under construc- 
tion, they posed the assumption of installing, on the above sites, 
from 2 to 4 nuclear generators rated at 1,300 MW, instead of 2 units 
rated at 1,000 Mw. 


In this way, for the combined provision of electricity and heat in- 
cluded, ENEL can reach the targets for the power to be fed into the 
national grid, in that the power fed in, even when heat is tapped 

for district heating, will still be on the order of 1,000 MW per pair. 


This means that each unit can provide heat up to 1,500 MwWt, with a 
loss of electric power on the order of 300 MWe (from 1,300 to 1,000 
MWe ). 


The greater electric capacity the plant makes available when the dis- 
trict heating system is not in operation can allow for the temporary 
shutdown of a few oil-fired plants which are among the oldest and 
least efficient, thus achieving further savings on oil consumption. 


Assessment of Savings Realizable from 
District Heating from Nuclear Power rlants 


Basic Hypothesis 
In assessing the savings that could be realized by means of district 
heating from nuclear power plants, we assumed that the local heat 


distribution system was already in existence. 


Assessment of the saving was not done by comparing the traditional 
heating system with district heating (the advantages of the latter 
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system are already apparent to all), but by comparing two types of 
district heating using different sources: 


large conventional oil-fired boilers located close to heat users; 


heat derived from nuclear power plants and transported in superheated 
water (water under pressure at temperatures above 100°C) as the vector 
fluid, through pipelines into the distribution system. 


District heating can be managed using various types of cogeneration 
plants: 


conventional plants with counterpressure steam turbines ; 
diesel or gas turbine cogeneration plants; 


thermoelectric condensation power plants (coal or nuclear-fired) with 
steam taps to produce superheated water and conventional boilers for 
heat production alone. 


District heating with nuclear power plants and with conventional boil- 
ers should represent the two solutions to the opposite extremes, inso- 
far as concerns the cost of a thermal kwh; each of the remaining so- 

lutions offers economies lying somewhere between those realizable with 
the two systems we are discussing. 


To determine the thermal capacity requirement, several simplifying as- 
sumptions were made: one held that the entire population of the towns 
close to the site could be hooked up to the system, with requirements 
depending on climatic conditions. We did not consider the requirements 
for possible industrial or agricultural use, nor those of small villa- 
ges lying along the district heating lines. 


Coverage of the service load diagram for district heating would be pro- 
vided for half the capacity requirement by tapping the nuclear plants 
while the remaining half would be handled by conventional oil-fired 
boilers. 


Since the system by comparison with conventional boilers assumes that 
100 percent of the capacity demand would be provided by the same type 
of heat-generating machine, the assessments of realizable savings were 
done on a basis of only 50 percent of the capacity demand. 


This distribution percentage of demand would in any case be refined and 
sharpened in each individual case, with suitable optimization studies. 
The heat vector fluid is superheated water at an emission temperature 
of 170°C and a return temperature of around 70°C. The choice of high 
temperatures is justified by the high heat potential and the distances 
involved. Particular importance is therefore attached to the non-con- 
ductivity the piping and the matching of heat distributors. The help- 
ful solution can be chosen from a whole range of specific solutions 

on the basis of the values of the parameters that characterize the 
system; as for the pipeline material, we selected a type Api 5L grade 
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B steel tube, suitable for the purpose and readily found on the mar- 
ket. 


For high-capacity transport over a single main where it is not advisa- 
ble, for either technical or commercial reasons, to use piping with a 
diameter in excess of a certain value, the plan is to lay a double 
main, thus achieving a higher level of reliability, even though there 
may be some increase in costs. The system's design pressure must be 
held within adequate limits, an? therefore the plan, in the case of 
long lines, is to provide several pumping stations along the pipeline. 


Lastly, with regard to plant modifications to adapt it to district 
heating use, we assumed that these should be provided in the early 
design phase for the heat cycle of the plant. Such modifications make 
it possible to tap the heat according to the following plans: 


tapping the steam at specific points in the thermal cycle and using 
steam/water heat exchangers, or: 


planning a suitable system independent of the cycle of the main tur- 
bine with a counterpressure turbine that uses the hot condenser as 
heat exchanger for district heating. 


Structuring the Cost Items 


Estimates of the savings realizable by using the heat from nuclear power 
plants can be done by comparing the cost of a thermal kwh delivered to 
the user in the two projected cases: from nuclear power plants or 

from conventional ad-hoc boilers. 


Thermal cost per thermal kwh from the nuclear power plant 


Considered in the cost of the thermal kwh are the cost of producing it 

at the plant and the cost of the pipeline (the cost will, in other words, 
include transport from where the heat may be produced by ad-hoc boil- 
ers). 


The cost of a nuclear-generated thermal kwh is thus made up of the fol- 
lowing items: 


the cost of electric power not produced -- which is made up of the fuel 
consumption required for heat production for district heating; it can 

be estimated on the basis of the lower electrical power produced while 

the district heating system is in operation. 


With the K ratio between lost electric power and thermal power produced, 
you can calculate the value of the heat energy generated as a function 
of the cost of the electric kwh produced by the plant. 


The value of K will vary according to the solution chosen for tapping 


the heat: if you plan from the outset to design the heat cycle for 
cogeneration of electricity and heat, the value of K can be optimized. 
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For the assessments of this study we took a medium value of k = 0.2, 
which is unquestionably conserv ative in the case of designing an ad-hoc 
project: 


costs for modifications to the cycle and heat-—exchange equipment -- 
these are related to the modifications to the heat cycle and to the 
heat-exchange equipment required (piping, exchangers, regulation, 
heavy construction, etc. ). 


It depends heavily on the technical solution chosen at the outset 
(heat exchanger or counterpressure turbine) and on the level of ther- 
mal capavity required. In the case we are considering we referred to 
tapping the heat by means of exchangers. We considered joining two 
nuclear units (from the point of view of district heating, one acts as 
backup to the other) to guarantee higher system availability; -- costs 
for building the connection between the power plant and the distribu- 
tion system: this will depend to a great extent on the kind of pipe- 
line you have selected and on the way it is laid. 


In instances where the requirement is for transporting high thermal 
capacities, special technological problems may arise which will limit 
the range of solutions from which you may choose: even the terrain 
and the seismic features of the area may produce heavy impact on many 
of the cost items. Even so, the cost estimates are very high; they 
were derived by applying an equation derived from calculations run for 
typical applications which ties the cost, C, of the product at source 
to the thermal power transported, PJ] and to the distance, d: 


Cap?4 d 


-- cost of pumping energy -- heat transport requires electric power 
whose cost is a function of the range and load loss in the pipeline. 
Once the pipeline installation design is determined, the pumping costs 
are easy to find. This can be expressed in each case as a function of 
the electric power required to transport one unit of heat power. 


-~- cost for the pumping station (or stations) -- can vary widely on 
the basis of the plant solution chosen (one or more pumping stations), 
the number of pumps used, the regulation design, and the ancillary 
construction. 


The cost values shown here are relative to the extrapolation of calcu- 
lations made on a reference example ; 


-- operating and maintenance costs -- refer solely to operation and 
maintenance of the pipeline and of the pumping stations, and are reck- 
oned at 5 percent of the annual plant cost. 


Operating and maintenance costs on the heat exchange equipment are 
associated with those of the nuclear power plant. 
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Conventional 0il-Fired Boiler 


The cost per thermal kwh produced by conventional boilers can be con- 
sidered as the sum of three factors: 


-- plant costs relating to the costs of the boilers and the heat-ex~- 
change equipment ; 


-~- fuel costs -- these relate to the incidence of the cost of fuel 
oil on the cost of the thermal kwh produced; 


-- operating and maintenance costs ~~ these are a function of the di- 
rect costs of maintenance and were assumed to be 8 percent of plant 
cost per year. 


Calculation Assumptions 


We took as our reference costs as of June 1980. The results achieved 
are on the conservative side by comparison with costs right now, in 
view of the fact that the cost of a thermal kwh generated at an oil- 
fired plant and that produced by a nuclear power plant has risen 
since then, and will probably go on rising. 


The calculations were made in constant currency, on the assumption 
that the cost of money was 5 percent, without considering possible 
price variations. 


For the nuclear plant we assumed a 25-year life-span, while for the 
conventional boiler plant we assumed a 15-year span. 


As our cost for an electric kwh, we took the one quoted by the Nuclear 
Energy Plan (PEN) for 1,000-mwe plants; the difference between that 
and the cost given for 1,300 mwe-plants fits readily into the margin 
for error of this calculation. 


That cost has risen by 6 percent for plants located on sites distant 
from the sea, so as to allow for cooling towers. To guarantee a capa~ 
city of 1,000 mwe per unit, the maximum thermal capacity obtainable 

is on the order of 1,500 mwt for each two units, assuming that one 
will back up the other; a plant consisting of four 1,300-mwe units 
can supply a maximum of 3,000 mwt. 


The thermal capacities required, depending on the size of the popula- 
tion served and on climatic conditions, were deduced from the study. 


Heat losses along the pipeline have been overlooked inasmuch as they 
were taken into consideration in the approximations of the actual cal- 
culations. 


Comparison of Nuclear-Powered District Heating with 
District Heating from 0il-Fired Boilers 


The cost hypotheses were applied to the 6 preselected sites, in the 
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two typical designs they might present: 


in the first (the Trino Vercellese site) the plant is in the center of 
the zone to be supplied with heat, and hence its pipelines run out 
from the plant like spokes, with shorter sections after each tap-in 
for heat; 


in the second (the Montalto di Castro site) -- the plant is a~ one end 
and hence the pipeline is a single one, again with regularly decreas- 
ing sections. 


The cost of a nuclear-generated thermal kwh, shown on Table III, was 
taken for each site, performing the calculations section by section. 
The cost items which are the highest are those having to do with the 
cost of electricity not generated and with the pipeline, as you can 
see on Table IV, which shows all the cost items relating to the lines 
to be followed. 


In the case of district heating with oil-fired boilers, the estimated 
cost per thermal kwh consists of the following items: 


-~- annual amortization of plant: 1.37 lire per kwh-t 
-- fuel costs 17.00 lire per kwh-t 

-- operating and maintenance costs, 0.10 lire per kwh-t 
-- making a total of 18.47 lire per kwit-t/. 


Comparing the overall costs of a year's supply of thermal energy in 
the two cases, we assessed the savings that could be realized by opt- 
ing for nuclear district heating over what the service would cost if: 
conventional boilers were used expressed in tons of fuel oil (Table Vv). 


Conclusions 


Our results underscore the following aspects of district heating from 
nuclear power plants: 


-- it turns out, in the cases we considered, to be invariably feasible 
from an economic point of view; even in the least favorable case it 
is a better buy than cunventional boiler; 


-~- for large-scale applications even very long pipelines are cost-ef- 
fective (for example, the pipeline from Montalto di Castro to Rome), 
because they let you pocket more sizable savings; 


-- the savings that could be realized overall at the six sites we con- 
sidered by using nuclear-generated district heating come to around 
1.2 x 106 tons of fuel oil per year. 


In view of the fact that the comparison was made between district 
heating using conventional oil-fired boilers, there are still more 
savings to be considered: those obtainable by shifting from conven~ 
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tional heating systems to nuclear-generated district heating, which 
are indisputably greater, in terms of fuel, than those quoted now. 


To this must be added the remarkable fact that niclear-generated energy 
would be put to uses that, in most instances, are currently dependent 
on oil. The amout of fuel that could be diverted from such use can 

be estimated at around 3 million tep, and represents -- if not a net 
saving -- at least a reduction in our outlays of hard currency abroad. 


The sum total of these findings and considerations make the switch 

to nuclear-generated district heating worth further consideration and 
investigation, when viewed in the context set forth here of real cost- 
efficiency and of a substantial contribution to energy conservation. 


TABLE I - SITES FOR NUCLEAR POWER PLANTS 


2. Plant cite 3. Population 4. Thermal 5. Heat require- 
potentially served capacity ment in Tcal/yr 
required 
o. Total 





TABLE 2 1. REGIONAL ELECTRIC POWER SHORTFALL 


2. Regions 3. Shortfall in 4. Predicted shortfall 
1978 (Twh) in 1980 (Twh) 

5. Lombardy 

6. Campania 

7. Piedmont 

8. Tuscany 

9. Apulia 


10. Emilia-Romagna 





TABLE ? 1. COST PER THERMAL KWH WITH NUCLEAR-GENERATED DISTRICT HEATING 


2. Site 3. Cities to be served 4. Capacity 5. Cost per thermal 
delivered kwh in lire 
(in Mwt) 





TABLE 4. 1. TOTAL COST (C,) IN LIRE/ KWH,, FOR PIPELINES FROM 
THE TRINO VERCELLESE AND MORTALTO DI CASTRO SITES 


ze Site 3. Thermal cap'y 4. Length in kn. 
delivered MW 
5. Pipeline 


Se Cy Cost for lower thermal power produced. 
Cc, Cost of plant modifications and heat exchange equipment 


C, Pipeline cost 

Cy Cost of pumping energy 
C; Cost of pumping station 
Ce Maintenance costs 


6182 
cso: 3104/33 
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EOONOMIC AUSTRIA 


STATE-OWNED COMPANIES IN ‘CATASTROPHIC STATE 
Vienna PROFIL in German 19 Oct 81 pp20-24 
[Brticle by Alfred Worm: “*'Dramatic' and 'Catastrophié*"/ 


[fext7 0n 2 November the OeTAG board of directors is to 
present a "situation report" to the supervisory board 

that will stand them on their ears, Towit: almost all the 
state-owned subsidiaries and sub-subsidiaries are barely 


making it any more. 


When Heribert Apfalter, the general manager of VOEST, predicted that there would 
be losses in the billions in steel, it was agreed thct the ORF reporter had cut 
the item "so as to distort it." 


When OeIAG director-general Oskar Gruenwald spoke of a "catastrophic" situation 
in the state-owned industries, it was agreed that he had been misquoted by a 
newspaperman. 


And when OeVP deputies called conditions in the state-owned industries “worri~ 
some" during a special session of parliament, they were shouted down by members 
of the SPD fraction who said they were fouling the nest and engaging in dooms= 
day oratory. 


PROFIL wishes to juxtapose this display of political fireworks with the follow- 
ing excerpts from the "repor‘s of the board of directors" of OeIAG without any 
comment of his own, In addition to these, we are publishing "brief reports" by 
a number .f subsidiaries and sibesubsidiaries directed to the parent organiza~ 
tion’ as well as verbatim excervts from the minutes of supervisory board meet- 


ings. 


Verbatim excerpts from the report of the board of directors concerning OelAG 
operations during the first half of 1981: 





7. These are confidential documents which will not be brought to the attention 
to the OeIAG supervisory board until 2 November. 
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"The first half of 1981 saw a dramatic decline in income not only in the <ron and 
steel sector but in all others with the exception of the chemical sector. Compa- 
red to the first half of 1980, regular income declined by 3.2 billion Schillings 
and periodic losses increased by 2.4 billion. During the first half of 1980, re- 
gular income dropped by only 66 million Schillings. 


Since the orders on hand for the second half of the year do not lead one to ex- 

pect a reversal of this trend, 1981 is due to become not only the worst year yet 
but also the most difficult to fund.Particularly in view of the continuing high 

level of investment and of the substantially increased need to finance both in- 

ventories and sales, there is a marked decline in the cash flow while the neces- 
sary structural adjustments are slow start." 


There follows a detailed analysis of the parameters of the "dramatic decline in 
income :" 


The rate of increase in output declined by half as compared to 1980; gross pro= 
fits declined by almost 3 percent (631 million Schillings) instead of rising, as 
they did in 1980, by 9.7 percent. Among factors cited as "affecting incom: ad- 
versely," were increased personnel costs (+ 872 million); a sharp increase in the 
interest balance (by more than 31 percent or 400 million Schillings), and material 
costs which rose by 1.3 billion Schillings. As compared to last year, cash flow 
for the first half of 1981 dropped from 3.6 billion to 1 billion Schillings; the 
value of inventories increased by 15 percent to 5 billion Schillings. Capital 
resources declined by 2 billion during the first half of 1981 while increasing 
by 248 million during the same period in 1980. Indebtedness rose by 13.4 billion 
to 11.3 billion and the ratio between capital resources and outside capital de- 
clined to 122.5; in 1980, the ratio was 1:1.9. 


This Is How the Director-General Sees It 


Herewith verbatim excerpts from a report by OeIAG director-general Dr Oskar Gruen- 
ywald which he made to the OeIAG supervisory board:2 


"Overall situation of state-owned industries in 1980:...this is the worst balance 
we have had in many years...VOEST lost 1 billion, a figure which would have been 
higher, if the bodkeeping methods in use until 1979 still applied...the process 
of capital exhaustion is proceeding apace and is only being slowed down by subsi- 
dized competition...looking at the first half of 1981, we are in an extremely 
difficult situation in terms of profits...we can only weather this crisis, if 
government economic policy as well as business and labor show a great deal of 
understanding for our position...As compared to 1979, the situation has worsened 
dramatically. It is particularly disquieting that there has been no improvement 
as yet in 1981...In these difficult times, any measure involving structural 
policy is immediately countered with the job security argument. A high point was 
reached in the case of the VEW where it became not so much a question of which 





2, 66th meeting of the supervisory board on 1 June 1981. 








operation could be expected to survive and how many people might find employment 
but of how many jobs the individual Laender or plants stood to lose. This atti- 
tude may be understandable but it by no means makes the work of the board of 
directors any easier...In the eighties, we will be faced with tremendous compe- 
tition from overseas the dynamics of which we here can hardly imagine..." 


Dramatic Capsule Balances 


The following items are taken from the so-called "capsule balances" which give an 
indication of the financial status of individual OeLAG subsidiaries and sub-subsi- 
diaries as of the first half of 1981 as compared with the first half of 1980 and 
also with the end of 1980. 


VOEST-Alpine: 


"As already noted, the 1981 business year is developing catastrophically; it must 
be termed the worst yet in the postwar period. The most serious aspect of it is 
that this trend not only affects the steel sector as such but also promising sec- 
tors like processing, construction of industrial plant and finished products... 
Income development in the steel sector is continuing, although at a more negative 
level, The Linz steel plant is in relatively good shape despite negative sales 
profits; sales have been incresing since the middle of the year. By comparison, 
the profit picture at the Donawitz steel plant is catastrophic, With a sales 
volume of 2.129 billion Schillings, the plant incurred losses of 981 million 
Schillings equal to a -46 percent profits to sales ratio. Personnel costs overall 
amounted to 920 million Schillings and there is no relief in sight.../Donawitz is 
now reaching the point at which it would be cheaper for the enterprise as a whole 
to continue paying wages while suspending production./ The magnitude of the losses 
at Donawitz becomes clearer when one compares them to the half-year losses at VEW: 
Although VEW has 18,000 employees, its losses were less than those of the Donawitz 
plant which employs 6,000. 


Processing: Most losses were incurred by the Kindberg/Krieglach group of plants 
(252 million Schillings or -31 percent)...The Liezen plant was able to cut its 
losses drastically from 59.5 percent to 12 percent. 


Construction of industrial plant: Chemical plant facilities are responsible for 
the continuing poor showing, being responsible for two-thirds of the losses of 
27 percent. 


Losses in finished products sector reported from Linz and Zeltweg plants...losses 
in central sector reported from Hisenerz. 


Te financial situation deteriorated drastically due to the loss of profits. Self- 
capitalization capability came to a dead stop, given a negative cash flow of 380 
million Schillings. Foreign capital exclusively responsible for funding of invest- 
ments...Covering funds ratios deteriorated as did the ratio of self-capitalization 
to overall capitalization...As a result of sizable customer down payments particu~ 
larly in the armaments sector, the liquidity picture improved considerably. 
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Simmering-Graz—Pauker: 


Company profits declined considerably both as compared to the same period last 
year and the first quarter of 1981..eAlthough investment activity has declined 
sharply as against 1980 due to the conclusion of a number of projects and eco= 
nomy measures, available cash flow did not even suffice +o provide a 50 percent 
cover for increased investments. 


OeMV: 


Several price increases led to an increase in gross profits by about one-third 
of the amount attained during the first half of 1980, Natural gas sales rose by 
67 percent whereas sales of petroleum products rose by 30 percent. Taxes on 
petroleum were raised twice and on 1 January 1981 a special tax was introduced. 
The latter tax could not be passed to the consumer in full as yet; nor was it 
possible to pass on more than a fraction of the rise in th. dollar exchange rate 
which increased purchase prices by about 1 billion Schillings during the first 
half of 1981. The company anniversary premium payments to its employees last 
year amounting to 160 million Schillings notwithstanding, personnel costs rose 
by another 5 percent this year to 1.8 billion Schillings. In reporting a profit 
of 90 million Schillings, reserves amounting to 80 million Schillings were liqui- 
dated. The sharp decline in regular company profits is a reflection of poorer 
sales<— profits dropping by 32 percent...since the beginning of the year, the 
capital situation has been characterized by the abnormal 48 percent rise in in- 
vyentories to 9.4 billion Schillings...This has led to a considerable need for 
capitalization and has temporarily confronted the company with liquidity pro- 
ylemseeethe approved credit limit of 4 billion Schillings was used in full. Out- 
side capital increased by 4 billion Schillings (24 percent) to 21 billion Schil- 


lings. 
Chemie Linz AG: 


Increases in both gross sales profits and output...Profits considerably higher 
than during same period last year; even some losing products provided modest 
profit marginSee. 


blin-Union: 


The effects of the air-conditioning project are no clearer now than they have 
been..eBut even if they are taken into account, a considerable worsening of the 
already unfavorable capital structure =the share of the firm's own capital 
amounted to a mere 7.7 percent on 30 June 1981—— may be expected...Both the fi- 
nancial and the capital picture have deteriorated...Profit trends have been ex- 
tremely unfavorable...Gross sales profits have fallen...Costs for the use of pro- 
duction materials have risen.,.Outside procurement has increased...Overall per= 
sonnel costs have grown...The interest balance has climbed...profits are not ex- 
pected to rise appreciably during the second half of 1981 particularly in vier of 
the fact that plants are not operating at full capacity this year...As a conse=- 
quence, there is a negative cash flow. 
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VMW Ranshofen=Berndorf: 


Output declined by 8 percent; sales increased by 1 percent. Regular profits conti- 
nued poor but improved as against losses in first quarter...Since only partial 
write-offs were gained, there was a negative cash flow of 24 million Schillings 
(as against -45 million Schillings in 1980)...It is not expected that the poor 
profit situation can be overcome during the remainder of 1981. 


Bleiberger Mines Union: 


Profits have improved markedly as compared to 1980 (due to the upward trend in ex- 
change rates)..sBalance sheet volume rose by 6 percent as against late 1980...Li- 
quid assets, low as they were at 3.7 million Schillings, declined further to 0.6 
million Schillings...Deterioration of capital structure...lessening of share of 
own capital...Qverall, the financial and capital picture has gotten even tighter; 
profits are catastrophic despite the rise in exchange rate. In the absence of 
mining subsidies and partnership capital, this marginal alpine enterprise will be 
unable to hold its own, 


Wolfege-Traunthaler—Coal Mines Co: 


Output rose by 54 percent; gross sales profits by 53 percent...lowering actual 
losses from 49 million to 44 million Schillings...The deplorable financial condi- 
tion of the firm is characterized by a negative own capital balance of 13 million 
Schillings...Liquidity somewhat improved as a result of price increases; but since 
prices of coal for use in power plants do not meet costs, this practice is tant- 
amount to subsidizing these consumers—- which can only be offset by increasing 
the subsidy for mining operations. 


VEW: 


As before, the profit picture is marked by declines in sales and output with fixed 
costs either remaining unchanged or rising, Sales were 375 million Schillings lower 
than in 1980 and output was lower by 1,02 billion Schillings. Since there are no 
signs as yet that the market will improve and since the structural adjustments 
undertaken will further affect this year's operations adversely, it is likely that 
the 1924 plan losses as revised of 2 billion Schillings exclusive of subsidies and 
reserve capital liquidations will occur-—- making an infusion of 2 billion Schil- 
lings necessary in order to cover losses alone...Although there was an infusion of 
the firm's own capital amounting to 900 million Schillings, its catastrophic finan- 
cial situation hardly changed (share of own capital, 5 percent; indebtedness, 87 
percent)...ixtreme deterioration of self-capitalization (cash flow down by 721 
million Schillings)...Liquidity situation as a whole not really improved. 


Boehler AG Duesseldorf: 
Profit formation...sharply negative...Decline of gross profits and output. Up to 


end of third quarter another 100 employees to be discharged...Closing down of roll- 
ing mill, releasing still another 800 employees...Given a sales ratio during the 
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first half of 1981 of only -5 percent, the rehabilitation of the firm should be 
concluded by 1982 following this drastic personnel cut by almost one-third... 
Cash flow declined by 104 million to -63 million Schillings. 


VOEST-Alpine Tool and Wire: 


The negative periodic balance of 101 million Schillings has almost doubled as com 
pared to the same time period last year, leading one to expect record losses for 
1981. 


Krems Steel Mill: 


Like most VOEST-Alpine subsidiaries, the Krems steel mill had considerably lower 
yrofits in 1981 due to the steel crisis. The firm's indebtedness is close to half 
the balance sheet volume...Cash flow, down to one-quarter, is barely sufficient to 
cover 14 percent of investments which remained at last year's levels, 


Vienna Bridge Construction: 


In the aftermath of the catastrophic balances in 1979 and 1980, profits have in- 
proved considerably during the first half of 1981. The balance for the second 
half of 1981 will not be as good, since the overall balance will still be negative 
in spite of an 87 percent increase in sales. 


Austrian Shipbuilding Co: 


Although additional deliveries of ships were made during the second quarter, pro= 
fits declined as against the foregoing quarter and in praticular as against the 
first half of 1980—- although that period, too, closed with a negative balance. 
The shipyards! lack of own capital has a particularly adverse effect on their 
credit balance..sGiven a negative cash flow of 25 million Schillings as a result 
of big losses, self-capitalization of investments was out of the question... 


Martha: 


Although gross sales profits and output rose by 18 percent each as a result of re- 
peated increases in the price of heating oil and motor fuel, profit formation did 
not follow suit...In contrast to the positive balance of 1980, there will be a 
loss this year...Liquidity is good...Full coverage of investments by means of own 
capital (122 percent). 


Blan: 


In contrast to Martha, markedly lower profits despite a major increase in sales 
which will lead to losses for the first time in 5 years...lo positive cash flowsee. 
liquidity good; full coverage of investments on strength of own xapital (165 per- 
cent). 
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Sohwechat Petrochemicals: 


Regular profits of 42 million Schillings are lower by far than last year...Cash 
flow covered only a small portion of investments as a result... 


Cable and Wire Works Co: 

Profits slightly down to 24 million Schillings...vash flow up; liquidity improved; 
own capital up; capital structure favorable; financial and capital situation posi- 
tive. 

Austria Enamel-Electrical-Heating Technology: 

1981 profits are down due to negative sales yield...Availability of liquid assets 
lower; capital structure worse; financial and capital situation unfavorable; ratio 
of own assets to outside capital of 1:7.6 very unsatisfactory... Situation to be 
even tenser due to investment activity at Knittelfeld plant... 

Enzesfeld Caro=Metal Works: 


Reduced business volume mainly responsible for decline in output by 14 million 
Schillings or 10 percent and of sales by 23 million Schillings or 15 percent. 


GrazeKoeflach Mining Co: 
Net losses of 239 million Schillings could be reduced to 151 million Schillings. 


Liquidity further improved since end of 1980. If appropriate mining subsidies are 
forthcoming, a positive balance for the second half of 1981 may be in view. 
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ECONOMIC FEDERAL REPUBLIC OF GERMANY 


COALITION FURTHER WEAKENED BY BUDGET DISPUTE 
Hamburg DER SPIEGEL in German 2 Nov 81 pp 19, 21, 23-24 
[articles "People Are Losing Confidence"/ 


[text] Renewed disputes over the budget have raised new 
doubt regarding the capacity of the socialist-liberal team 
to rule both among the members of the coalition itself and 
among the public. There was interminable debate about the 
smallest budget items and both partners’ readiness to com- 
promise appears to be at an end. FDP secretary-general Ver- 
heugen put it this way: "The reservoir of good will is ex- 
hausted." 


Normally, minister of education Bjoern Engholm does not have much to say at Bonn 
cabinet meetings. But last Wednesday, his turn did come up. 


He offered an impassioned explanation about why he was unable to accept the IM 
100 million education assistance program cut decided upon by the coalition. 


Engholm pointed out that the income of 80 percent of the families with mostly 
more than one child who are receiving this aid is pelow DM 2,000 and that the 
cut would hurt "workers' households primarily." 


Following several hours of debate, the cabinet decided that Engholm, who had 
rounded up support among his fraction the day before, would be spared and that 
some other department would have to absorb the 100 million cut in fiscal 1982. 


"Who stands to ready to take his place 7" Helmut Schmidt asked, silently waiting 
for someone to volunteer. But all those he looked at, lowered their eyes and 


held their tongue. 


A few awkward minutes later, Helmut Schmidt called for a brief adjournment. Now, 
he said, the fraction chairmen would have to brought in to participate in the 
meeting. 
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Helmut Schmidt made use of the break in order to work on his minister for social 
effairs, Herbert Ehrenberg and when Wolfgang Misohnick of the FDP and SPD frac=- 
tion chief Herbert Wehner had joined the meeting, Ehrenberg immediately took the 
floor, saying that he was prepared to cut 100 million from the budget of his 
federal labor office. "I am extremely grateful to our colleague Ehrenberg for 
having resolved this conflict," vice chancellor Hans-Dietrich Genscher said with 
great relief. 


The hours of wrangling the Bonn coalition spent on a mere DM 100 million, an in- 
finitesimal part of the overall budget, is indicative of the state in which the 
socialist-liberal team finds itself after this last round of the outs for the 
time being. The Schmidt government has reached a point where a dispute over a 
few million poses a threat to its continued existence, 


"The reservoir of good will is exhausted," is the way FDP secretary-general Guen- 
ter Verheugen characterized the events of last week, “Anything that might still 
do the trick can no longer be compromised on." 


Even friends of the chancellor's like Theo Sommer, the editor-in-chief of DIE 
ZEIT, are finding out that the time has come to cut bait. "The coalition is 
slowly coming to an end," Sommer said in a valedictory to the Schmidt government 
last week. 


And those in the SPD and FDP who are still unwilling to face the facts were con- 
fronted with them at a coalition meeting last Monday that had to decide on how 
the newest 1982 budget shortfall amounting to IM 7.8 billion could be offset. 


To be sure, the social democrats and liberals agreed soon enough on disbursing 
another DM 3.9 billion in Bundesbank profits and they agreed as well on still 
another inorease in the social security tax by 0.5 percent to 4 percent of gross 
wages while exempting civil servants and the self-employed who support the FDP 
from this provision. 


But when the time came to find the final billion in cuts, it became apparent that 
there is not much room left for compromise between the two parties. At the close 
of the alleday meeting, interior minister Gerhart Baum characterized the proceed- 
ings as follows: "We spent hours upon hours looking for 50 million." 


Initially, Hans Matthoefer had put an SPD proposal on the table. The finance ni- 
nister put forward his pet idea once again of increasing the tax on heating oil 
by 5 pfennigs. In addition, he proposed that the raising of net credits next year 
should be increased once again despite previous government commitments not to do 
so and that tax cuts already agreed upon should be postponed, 


But FDP chief Hans-—Dietrich Genscher immediately demurred. He said he was against 
tampering with the DM 26,5 billion new debt ceiling already agreed upon. "By now," 
he added, "that has gotten to be a figure with political implications." And as 
for tax increases, those were out of the question for the FDP in any event. 
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At the meeting, a point-by-point discussion took place on ways to look for addi- 
tional revenues. Even opposition proposals were carefully reviewed, including the 
one calling for an across-the-board cut in subsidies by 5 percent. 


The chancellor was given a report on subsidies and read it off item by item. But 
in one instance, the resistance of those concerned appeared too strong; in an- 
other, the FDP raised objections, and in still a third, the cut in subsidies 
would have had an adverse effect on that particular branch of the economy. With 
a resigned air, the chancellor put the 300=page collection listing state emolu= 
ments amounting to some DM 50 billion aside again, 


Then, there was a proposal supported by the finance minister and the FDP on how 
to pare down the federal labor office's expenditures by billions. 


On behalf of the unemployed for which it is responsible, the Nuremberg office 
pays monies into the retirement and hospitalization fund which are tied to the 
individual jobholder's last previous gross wages. The new proposal would have 
the contributions linked to the unemployment insurance payments instead from now 
on == which, of course, would lower costs appreciably. 


To be on the safe side, labor minister Ehrenberg had had his people look into 
what the effects of such a measure would be. The retimment fund would stand to 
lose 3.5 billion a year in the long run and the hospitalization fund would lose 
2 billion, he pointed out. 


The health insurance system would have to raise individual payments by 0.4 per= 
cent. The retirement fund would run out of money by the year after next at the 
latest. "We might just as well have remained in session," one of those at the 
meeting said later, "in order to get the retirement scheme back on its feet." 


After hours of frustration, the chancellor himself came up with a set of figures. 
But even these did little to raise the spirits of those assembled, Schmidt pro- 
posed that the federal railroad subsidy be cut by DM 350 million and the educa= 
tion subsidy for schoolchildren by DM 200 million. 


FDP fraction chief Wolfgang Mischnick argued that cutting the railroad funds 
would only force the state-owned facility, already deep in debt, to borrow even 
more on the capital market—— which in turn was tantamount to a further hike in 


the raising of government credits as such. 


SPD treasurer Peter Glotz pointed out to the chancellor that cutting assistance 
for schoolchildren was hardly the way to ensure equal opportunity for young 
people. 


Under the compromise that was reached the railroad funds were not cut; the sub- 
sidy for schoolchildren was cut by half or DM 100 million. Instead, the federal 
l&bor office was cut by even more (250 million) and the budget committee was 
asked to come up with another 450 million cut in the overall budget. 











In contrast to the previous round of cuts, it was possible to avoid acute danger 
threatening the continued existence of the coalition by not bringing up long- 
time issues in dispute such as the cut in unemployment insurance payments reques- 
ted by the FDP or the SPD-supported employment program. But spirits tended to de- 
cline still further and relations between the members of the coalition cooled off 
as well, 


The leaders of the coalition are now beginning to realize how their political in- 
fighting and broken promises are making inroads into the good will that remains. 
Egon Lutz, an SPD social expert put it this way: People are gradually coming to 
the conclusion that "this government simply cannot add." And FDP fraction chief 
Hans-Guenter Hoppe says: "The public is losing confidence and withdrawing its 
approval." 


The social democrats are afraid that their most faithful allies, the unionists, 
might chart a collision course against the SPD. Even now, some union leaders are 
not restricting themselves to detailed criticism of the job the government is 
doing but are mounting frontal attacks on the SPD. 


If the government retains its present course, Karl-Heinz Jansen, a member of the 
metal workers union's presidium, said last week, the protection of minorities 
clause might have to be invoked on the SPD's behalf at the next general elections. 
The decision to raise the unemployment tax and to exempt public servants and the 
self-employed from it was "the last straw," he said. 


When Schmidt submitted the latest stabilization program to the SPD fraction last 
Tuesday, his own deputies called him to task for saddling the German worker with 
tax hikes and lowered social services and with losses in real income both this 


year and next. 


And although the deputies did ratify the coalition agreement in the end, the 
truce is not likely to last very long. 


During the first round of cuts in September, SPD fraction chief Herbert Wehner 
let it be known that he would bring up the employment program once again in case 
the unemployment rolls were to swell, And Mischnick of the FDP, for his part, 
said that his party would continue to insist on further cuts in social services. 


Last week, the partners took pains not to remind each other of their differences. 
Still, they made clear what would happen if unemployment reached two million this 
winter as expected and if new holes appeared in next year's budget. 


The next time there is a budget shortfall, Verheugen said, one would at long last 
have to institute a "change in the system" in view of the “squeezed-out budget." 
In other words, under such circumstances, the FDP would insist on further cuts 


in social insurance, 


Speaking for the SPD fraction, Herbert Wehner cited his statement with regard to 
the employment program. "This proviso still applies," he said, "The matter should 
be taken in hand in early 1982." 











In Bonn last Tuesday, chancellor Helmut Schmidt told members of his fraction that 
the Germans are facing the most difficult winter in the history of the federal re- 


public . 
And that, most likely, goes for the socialist-liberal coalition as well. 
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ECONOMIC FEDERAL REPUBLIC OF GERMANY 


MATTHOEFER CRITICIZED FOR MISTAKES IN WAKE OF 1982 BUDGET 
Hamburg DER SPINGEL in German 2 Nov 81 pp 20-21 
[Krticle by Wolfgang Kaden: "“Prue-Blue Eyes and Faulty Figures"/ 


[text] "No member of the government can influence policy more 
decisively than the finance minister— except for the chan- 
cellor." (Hans ivtthoefer in August 1979) 


A bit tired but otherwise in good spirits, Hans Matthoefer climbed aboard a 
Luftwaffe Boeing jet at Cologne-Wahn airport the last Friday in September to 
cross the Atlantic in order to attend the annual IMF conference. 


Just before that, he had argued in front of the Bundesrat in behalf of nis 1982 
budget proposal which, as he himself made believe, would be the last stage in 
the weeks-long fight over Bonn's fiscal policy. 


Operation 82 which had almost wrecked the coalition, seemed to be over at least 
and when Matthoefer reclined in his first-class seat and took out a copy of the 
latest issue of DIE ZEIT he even saw that there had been a winner and his name 
was—= Hans Matthoefer. 


was it right, the weekly asked, to refer to him as "Hans Matthoefer Superstar" 
and then answered its own rhetorical question by saying that the finance minister 
had come out "stronger in the battle of the cuts." 


In fact, there was a good deal that spoke for this assessment. The CDU/CSU prai- 
sed the minister for making much in his budget address of individual initiative 
and achievement. The FDP was satisfied with him for having killed the surcharges 
on wage and income taxes, Even the social democrats, who took exception to some 
of the concessions he had made to the liberals, were quite taken with the states- 
manlike role their man in the finance ministry had played. 


Alwin Steinke, Matthoefer's press spokesman and one of the best in Bonn, did not 
have much additional work to do. When the question of a successor to Helmut 
Schmidt came up once again following the latter's operation a few weeks later, 
there was hardly anyone who did not include Matthoefer among the most likely 
candidates, 


Just the same, it all seemed a bit odd even then, 








Was he really a savior in a time of distress— this man who up to then had had 
next to nothing do with financial matters at the federal level ? Or was this 
not the very man who had been in charge of the federal treasury for the past 
34 years and who was now trying to straighten out the balance sheet he himself 
had botched as best he could ? 


It no doubt speaks for Hans Matthoefer's political acumen that he has weathered 
the debacle of the billions as well as he has. There is a lot of pooh=poohing 
and hushing-yp and a lot of finessing and doctoring— and the minister who would 
have to answer for all this is raised to the rank of a candidate for the chan- 


cellorship. Indeed, a very able man. 


Of course, there has never been an FRG finance minister who did not place his 
budget in the best possible light or one whose projections completely jibed with 
reality. But there has never been one whose plans and prognostications were 80 
far off the mark as his and who tried to make it appear that all was well just 
the same. 


It started right away, 25 soon 46 Matthoefer moved into the sparse office at the 
finance ministry in Graurheindorfer Strasse in Bonn in 1978. 


‘The marked reduction in the raising of net credits is the most significant 
feature of this year's budget," Matthoefer wrote in the 1979 financial plan. At 
end of his first full year in office, the most significant thing was 4 new, addi- 
tional debt amounting to DM 25.6 billion which was incurred not during a time of 
need but during the boom year of 1979 when the real growth rate stood at 4.4 per= 


cent. 


A year later,he was singing much the same tune. “Over the medium term, the annual 
raising of credits will be reduced step-by-step," he said. But in fact, he raised 
the debt in 1980; it had by then reached DM 27.1 billicn. 


But then, after the 1980 Bundestag elections, Matthoefer said that there were no 
longer any "sacred cows" when it came to cuts-— although DM 17 billion in tax 
reductions and social services had been decided upon not long before. The 1981 
budget, the minister with the true-blue eyes said, has 4 "solid financial basis." 


As is well known, savings were not made and gradually it also became clearer that 

the solid financial basis for the budget did not exist, either. The supreme budget 
strategist had used figures that were ofi'-target in the case of war victims care, 

maternity subsidies, of the armed forces and the unemployed. 


By late February, @ mere month after the 1981 budget was submitted to the Bundes- 
tag, DOR SPINGEL learned in Bonn that the finance minister would be unable to 
make ends meet with the DM 26 billion in new credits included in the submission. 
IM 10 billion more would have to be borrowed, primarily to meet higher costs to 
be incurred by the Nuremberg labor office. 


In commenting on this figure, Matthoefer said: “Pure speculation without a basis 
in fact." 
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But the fucts must have been clear to an economist like Matthoefer even then. All 
the economic experts were saying that there would be a drop in the GNP in 1981. 
Interest rates kept on climbing; and if there is one thing that economic theorists 
agree on it is that it takes the economy a long time to recover from high interest 
rates. 


By early May, Matthoefer was getting closer to the truth. He thought the debt 
might rise as high as DM 34 billion; but even the 34 billion represented a doc- 


tored figure. 


The budget still contained an item that resi "overall reduction in expenditures" 
amounting to DM 1.9 billion. Just where these 1.9 billion reductions were to be 
effected, nobody knew then, nor knows now. In addition to that, revenue income 
had been projected that had long since been invalidated by economic developments. 


Week before last, Matthoefer finally admitted publicly what most everyone had 
known all along. New debts are going to be at least another 4 billion higher, 


Pure speculation ? 


Next year's budget process is even more distressing. When several deputies, in- 
cluding members of the government coalition, came up with a figure far in excess 
of the official 26.5 billion in new credits after the first, grueling round of 
Operation '82, Matthoefer hid behinc his parliamentary state secretary, Karl 
Haehser, There can be no question," said the lattex, of shortfalle running into 
the billions. 


But there was, as Matthoefer was forced to admit just 2 months later. Now was the 
time for cosmetics, employing higher Bundesbank profits and a surcharge on the 
unemployment insurance tax. 


Even now the budget is still being doctored and retouched. There are hundreds of 
millions missing that will in all likelihood have to be paid to EEC in Brussels, 

and there are millions missing which Matthoefer included in the budget as additio- 
nal revenue coming from higher excise taxes on tobacco, sparkling wine and distilled 
spirits and so on and so forth. 


Tricks, here, there and everywhere. Minister of posts, Kurt Gscheidle, will have 
to turm over more money to the treasury and will have to raise postal fees in 
order to do it— which amounts to an indirect tax increase, 


Wolfgang Vaerst, the president of the state railroads, will be getting at least 
IM 3 bill:on less from Bonn than he needs. He will have to borrow these billions 
on the ca ital market and these ought by rights to be added to the new debts in- 
curred by the government. 


Matthoefer is Helmut Schmidt's most faithful bondsman and just as the chancellor's 
focus keeps getting narrower and as he staggers from crisis to crisis, Matt- 
hoefer, as keeper of the national treasury, is flying blind as well, running the 
budget on the monthly instalment plan as it were. 
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Of course one cannot expect the finance minister to have the gift of prophecy and 
of course he cannot exactly predict economic developments which, in the end, have 
a direct bearing on his income and his expenditures. 


But— anyone who planned his budgetary planning on a real growth rate of 2.5 per= 
cent last September in spite of excadingly high interest rates and bearish econo 
mic conditions worldwide would have had either to cast all available, halfway 
serious forecasts aside or to enter the wrong numbers into his budget. 


Matthoefer's aides are pointing out that it is not the finance minister who is 
responsible for making economic forecasts, but the minister of economics. Now 

there really is something to that: when it comes to rose-colored projections, 

the Lambsdorffs, Matthoefers and Ehrenbergs are pretty much second to none. 


But just as Ehrenberg is politically answerable for the deficits in the social 
insurance coffers (no matter whether Lambsdorff's forecasts were accurate or not) 
Matthoefer, too, must be held accountable for defects in his budget. 


But Hans Matthoefer is a hard man to pin down, The former boxer knows how to roll 
with the punches and like a true professional, he has a knack for showing no 
emotion as he sidesteps awkward questions on camera. 


Matthoefer tolerance for punishment is unusual even by the rough standards pre- 
vailing in Bonn. For that matter, he can dish it out, too, if need be and can be 
tricky in the bargain. "Anyone who cannot take the heat should stay out of the 
kitchen," is a lesson Matthoefer learned back home in Bochum, 


He is one who can take the heat. Prior to the last Bundestag election, he deli- 
berated for a time about whether to call it quits at the end of the legislative 
session. He could look forward to retirement in comfort on his pension as a 
deputy and a minister which is due him since @ year a0. But Helnmt Schmidt made 


him stay. 


Te chancellor knows full well: he will not find another like hin. 
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ECONOMIC FRANCE 


TRANSPORTATION FINANCING POLICY: GOVERNMENT, EMPLOYER 
Paris LE NOUVEL ECONOMISTE in French 26 Oct 81 pp 72-73 


[Interview with Charles Fiterman, minister of transportation, by Philippe Gazier, 
date and place not given] 


[Text] Charles Fiterman needs time in order to define and im- 
plement the new directions in transportation policy. But in- 
stead he is up against social and financial realities and 
forced to deal with crises that will not wait. For brush- 
fires are burning: strikes at the SNCF [French National Rail- 
roads] and Air France, resort to safety clauses, etc. 


[Question] You wanted time for reflection. Here you are confronted with immediate 
problems: labor discontent and the first social conflicts, financial imbalances in 
the state-owned companies. What are you going to do? 


[Answer] I am not surprised at the problems we are seeing. 


We assume our responsibilities under difficult conditions. The legacy that has been 
bequeathed to us dces not make things easy: there are numerous imbalances, deficits 
and even serious financial problems. There is discontent, there is marked dissatis- 
faction among employees. 


Setting in motion new directions, making progress on the road of change, is there- 
fore not a simple matter. But, far from seeing in this a reason to fall back, I 
see this rather as a reason to go forward. In 4 well-thought-out way, well-con- 
sidered. Naturally, we cannot do everything at once, especially in the field of 
transportation, a field which is very unwieldy. But we must go forward! 


At the national level, it is a question of knowing how to put the available financ- 
ing to the best use. Should we throw our full support to exports or to internal de- 
velopment? Is it a question of helping some and not others? The gevernment is mak- 
ing fundamente1 decisions which are changes from past policies and which are aimed, 
for example, at saking SNCF capable of pursuiag its investment program and getting 
in a position to take on more traffic. Both in terms of freight and passengers. 
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[Question] The presidents of the state-owned companies with business contracts with 
the state are coming to you almost all at once to ca-l on you to invoke the safety 
clauses to alleviate their immediate problems. How are you going to respond? 


[Answer] These requests are being studied and require ministerial consultations 
with Finance and Budget. With regard to the SNCF, it is true that practically all 
the assumptions that underlay the business contract have broken down. There you 
have a public sector enterprise which does not enjoy any public financing in carry- 
ing out its investment program. It is a sizable program, and it needs to be con- 
tinued. Now this has forced it to resort regularly to borrowing on the financial 
market in recent years, while its capital has been virtually nonexistent. This has 
produced the extremely heavy debt service which encumbers its financial position. 
Add to that the decline in rail traffic, the freight decline being quite substan- 
tial, and the quite anomalously low tariffs one finds in that field. 


[Question] Does this mean SNCF is going to have to be bailed out? 


[Answer] That is certainly a question which comes to mind, but I cannot say more 
for the time being. 


[Question] And what about Air France? 


[Answer] The situation is not completely comparable to SNCF's predicament. Air 
France has problems, of course, but they are tied to current economic conditions and 
are relatively limited. The company is in this respect better off, in fact, than 
many other international air carriers. If I were president of the state-owned 
company, I would do like Mr. Pierre Giraudet, I would ask for assistance. Next, it 
is up to the state to study the request closely and take what steps it is reasonable 


to take. 
[Question] How tar can you make the taxpayer, rather than the user, pay? 


[Answer] Up to the point beyond which the national interest is jeopardized. How do 
you determine that point? The problem needs closer study, and I would like very 
much to see the Kahn Commission, recently created at the request of the government, 
to study the problems in transportation and reflect on these questions in depth. 

For example, with regard to passengers, to simply maintain as a general principle 
the idea that the user pays for the service rendered is not enough. If the price 
becomes such that it has a deterrent effect and impedes normal transportation op- 
erations, or even travel itself, then a new balance more deeply in tune with the 
country's needs must be sought. This implies that part of the costs will be borne 
by people other than the user. This is a process we must try to control. We are 
able to carry out a financing policy which does not give rise to excessive costs in 
the transportation companies; if, at the same time, there is an increase in volume 
of traffic and continued work on increased productivity, one might then move in such 
a way as t) prevent the gap between price paid and real cost from growing inordin- 
ately large. 


[Question] Even for home-to-work transit? 








[Answer] The problem is differant. In my opinion, there is a direct link between 
this type of transit and production activity, labor, its efficiency, its profit- 
ability. This is a very important matter, in my opinion. For the way people get 
to work, the distance, the ease, the speed, influence their physical and mental 
condition, their lives and the way they apply themselves. It seems logical to me 
that one should try for means to encourage development of ways to make the journey 
more comfortable. Linking home-to-work travel to production costs should be a 
powerful incentive factor. If the two are completely separated and, strictly 
speaking, neutral, there is no structuring effect on the travel itself. Similarly, 
the facilities provided for channeling customers to the supermarkets and other com- 
mercial areas should be taken into account in determining the mode of financing 
this travel. In other words, we must look for ways to create incentives. This 
could lead over time to the employer taking partial or full responsibility for home- 
to-work travel. Not just by means of increasing "transportation allotments" to 
towns with fewer than 100,000 inhabitants, but also by more subtle methods, better 
adapted to the objectives. Our thinking should encompass the whole of the problem: 
for, at the Fr 23 per month level for the last 10 years, the transportation in- 
demnity is nothing more than a relic, and limiting the "transportation allotment" 
to the large cities is unjust and, as I underlined, not enough of an incentive for 
business. Naturally, the scope and pace of these changes must take into account 
the overall demands on government policy. 


[Question] As soon as you stepped into your job, you denounced freight tariffs 
as too low. What are you planning to do to fight it? 


[Answer] It is true that freight charges are generally too low, because abnormal 
pressures, going well beyond what should be the rules of competition, had the ef- 
fect of holding down transportation costs in terms of overall production costs. 

How to reverse the trend? We will not change things from one day to the next, of 
course, but I expect to implement a carefully considered set of measures affecting 
the entire system in such a way that competition--which we intend to maintain--and 
the free choice of the user can be contimed on a sounder basis, with less destruc- 
tive effects. I intend to implement a policy that is not based just on calcu- 
lations of short-term profitability in any given isolated activity. For experience 
shows that in the long run, on the pretext of profitability, enormous imbalances are 
created which do a disservice to the community. Now what is in the real interest 

of the community is not just profitability, but also energy conservation, the en- 
vironment, security, and even reliability.... All these factors must be taken into 
account in the days ahead in determining the real economic and social cost of trans- 
portation. But, once again, I do not want to act in a disorderly way, and under 

the pretext of resolving one problem here to create another elsewhere, particularly 
with respect to jobs in some particular transportation subsector. This is why I am 
banking on economic recovery and renewed investment. As well as creation of new 
jobs, of course. 
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ECONOMIC TURKEY 


PROFESSOR DRAWS UP ECONOMIC BALANCE SHEET FOR 1981 
Istanbul TERCUMAN in Turkish 21 Oct 81 p 5 
[article by Prof Dr Emre Gonensay | 


[Text] Upon entering the final months of the year, a rough outline and the 
major trends of the economic balance sheet for 1981 have begun to take 
shape. 


What has taken place and what types of developments can be expected by the 
year's end? 


First of all, there is a very strong possibility that 1981's rate of in- 
flation will be around 30 percent, which is a great deal below the tavget 
of 40 percent. The fact that the prices of wholesale goods for the first 

9 months of the year increased by only 19 percent makes this a real pos- 
sibility. Even if, during the last 3 months we experience the worst, -- 

a monthly inflation rate of 3 percent -- we still will not exceed an annual 
rate of 30 percent by much. 


Developments in monetary demand support our estimate. The inflationary 
effect of a rapid monetary and currency issue increase from May through 
July was observed, and the brakes were put on this increase after July. 
This is accepted as a sign that a stabilizing monetary policy will be 
pursued in the forthcoming months as well. 


There is no dout that the decrease in the rate of inflation is a huge 
success. However, there are also those who claim that price statistics 

in Turkey are unhealthy and that the rate of inflation is, in fact, much 
too high. Yet, it is very difficult to agree with these claims, because 
when we look at developments in monetary demand, -- and we are analyzing 
this within the framework of Turkey's monetary and price relations for the 
past 50 years -- it is not possible for the true increase in prices for 
the 9 months to exceed 20 percent. 


Another important success is exportation, which surpassed by a great per- 
centage the goals of the program and which earned more than $4 billion. 
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By the time we close out the year, we will see that the great majority of 
our exports have gone to Middle Bast countries. A problem that could be 
the source of anxiety within this important change in structure is that 
these exports have been concentrated on the three nations, Iran, Iraq, and 
Libya, that are unstable or are likely candidates for instability. In 
fact, the entire Middle East is, at this moment, a powder keg. 


What price was paid to halt inflation to this extent? In other words, 
where does the problem of a production scarcity, which is the subject of 

a great deal of complaints, stand now, and what will take place by the end 
of the year? 


Errors in national income estimates and late and incomplete production 
statistics prevent this topic from being assessed accurately. However, 
except for a few sectors, it is a fact that there has been en increase 

in production in most branches. In several commercial goods branches and 
even in the automotive industry, which is in the position of being the 
most critical sector, there have been important production increases in 
the past 3 months. 


Unofficial national income estimates raised the 1981 growth rate from 3 
percent at the beginning of the year to 4.5 percent at the present time. 
There are problems in several sectors, and, here and there, production in- 
creases were involuntary and were carried out "in order to stay afloat.” 
However, a growth rate of 4.5 percent -- if, in reality, it does material- 
ize == is a figure about which one cannot complain in the face of current 
world circumstances. 


Coming to investments, by year's end, unfortunately, we will see that we 
are at a standstill in this area and that we have lost a year. There is 
no doubt that high interest rates that refuse to fall will have played a 
major role. The same holds true in America and England. However, this 
must be accepted as an unavoidable result of setting out on a new track in 
an economy in which inflation has been braked. Henceforth, we can expect 
inflation to be reduced to the present level in 1982 along with a fall in 
interest rates and the Turkish economy to encourage investments in new 
fields that will be able to be productive in the future. 
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ECONOMIC TURKEY 


PRICE INDEX FLUCTUATIONS FOR 1981 CHARTED 


Istanbul TERCUMAN in Turkish 20 Oct 81 p 5 


[Text | September cost-of-living indices and wholesale prices for Istanbul 
and Ankara have been announced. 


Fluctuations in September prices as compared to those in August are con- 
sidered to be normal. 


There was a 5.4=percent increase in the month of September in the Istanbul 
cost-of-living index, which was prepared by the ITO [Istanbul Chamber of 
Trade]. This was the greatest increase in recent years. However, the 
Ministry of Trade, which looks at prices throughout Turkey, reported 
that prices ot wholesale goods rose by 2.9 percent from August to Septem- 
ber. 


The Ankara cost-of-living index, also prepared by the Ministry of Trade, 
showed a 4.4-percent rise in September as compared with August. 


Accordingly, using the September wholesale goods price index, total price 
increases for the first 9 months of 1981 amounted to 19.2 percent. This 
figure for 1980 was 69.9 percent and for 1979, 53.4 percent. 


Ministry of Trade Cites Monthly Increases 


Wholesale goods prices rose by 4.4 percent in January 1981 and 2.2 percent 
in February. They fell by 0.08 percent in March and April and climbed 
again in May by 2.2 percent. Inflation indices, which are determined 
instantaneously through prices of wholesale goods, climbed a huge 6.4 per- 
cent in June, but declined to 0.02 percent in July. 


Wholesale goods prices increased by 1.1 percent in August and 2.9 percent 
in September. 


Cost-of-living indices for Ankara as prepared by the Ministry of Trade 


show monthly increases of 3.2 percent in January; 1.7 percent in February; 
0.5 percent in March; -0.2 percent in April; 0.5 percent in May; 5.0 per= 
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percent in June; 2.4 percent in July; 1.1 percent in August; and 4.4 per- 
cent in September. 


ITO Cost-of-Living Index 


The cost-of-living index prepared by the ITO, which noted the greatest in- 
crease in September 1981, rose by 3.3 percent in January; 1.04 percent in 
February; 0.7 percent in March; 1.1 percent in April; 3.2 percent in May; 
4.4 percent in June; 1.1 percent in July; 1.7 percent in August; and 5.4 
percent in September. 


Monthly Price Increases 
(January 1981 = September 1981) 
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TB(A). Ministry of Trade Ankara cost-of-living index. 
TB(T). Ministry of Trade wholesale goods. 

ITO. Istanbul Chamber of Trade cost-of-living index. 
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ECONOMIC TURKEY 


1981 MONEY SUPPLY FLUCTUATIONS EVALUATED. 
Istanbul TERCUMAN in Turkish 21 Oct 81 p 5 


[Text] Figures for money supply and issue for the first 9 months of the 
year show that, following rapid increases from April through July, there 
was a return to a stabilizing monetary policy and there was a restriction 
that was worthy of note in supply and issue from July through September. 


Money supply (M-1 on the enclosed chart), which includes bank notes actu- 
ally in circulation and demand deposits, rose to 802 billion liras at the 
end of july and fell to 791 billion liras by the middle of September. 
Currency issue increased to 354 billion liras at the end of July, fell to 
339 billion liras in the middle of September, and then leaped to 373 bil- 
lion liras at the beginning of October. However, a normal climb was seen 
at the beginning of this month, and another decline is expected for Octo- 
ber. 


Issue and Money Supply 


Calculations based on the first 9 months of the year demonstrate a 2l1-per- 
cent increase in currency issue and a 20-percent increase in money supply 
(M-1) from the first of the year until the present. 


During the same period last year, currency issue rose 41 percent and money 
supply, 43 percent. 


It is necessary, however, to bear in mind when analyzing monetary develop- 
ments and differences inthe rate of price increases the fact that the in- 
flation rate for the period from January through September last year was 
69 percent and was only 19.2 percent for the same period this year. 


Such an analysis demonstrates that, while prices increased by 19 percent 
this year, money supply rose 20 percent, and, in this way, money supply 
was barely able to keep ahead of prices. 


Experts interpret this as meaning that the true money supply is, more or 
less, stable and, therefore, that true purchasing power and demand are 
also stable. 
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However, true money supply and demand fell continuously in 1979 and 1980. 
A temporary expansion was observed in the period from April to July 1981. 


The situation during the first 9 months of 1981 is described as one in 
which economic functions were carried out in a “straitjacket.” 


In the meantime, there has been a rapid rise in money supply (M-2 on the 


chart) that includes time deposits due to high interest rates, leading to 
a 52=percent increase for the 9 months. 


Money Supply Fluctuations 
January - September 1981 
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POLITICAL INTERNATIONAL AFFAIRS 


DUTCH D'66, BRITISH SDP PARTIES COOPERATE 
The Hague ANP NEWS BULLETIN in English No 79, 31 Oct 81 pl 


[Text] Amsterdam, October 30--The leftist-Liberal Democrats'66 party will expand 
contacts with the British alliance of Social Democrats and Liberals, D'66 floor 
leader Laurens Brinkhorst said here today on his return from London. 


Mr Brinkhorst, who headed a D'66 delegation to London, said his party and the 
alliance might later extend these contacts to cooperation within the EEC. 


Talks with the leaders of the two British parties had shown 'a surprising 
resemblance' between the views of D'66 and the Social Democrats (SDP) ‘with D'66 
being on the borderline’ between the SDP and the Liberals, he said. 


The D'66 floor leader said cooperation with the British alliance would for the time 
being remain limited to broader bilateral contacts. In this context an SPD dele- 
gate would address the D'66 party congress on November 14. 


Problems 


Contacts should also lead to extension of the three parties’ international relations. 
However, one problem was that neither the SPD nor the Liberais were represented in 
the European parliament. 


Moreover, the British Liberals were members of the European federation of Liberal 
parties and would not easily cancel this membership, Mr Brinkhorst said. 


Mr Brinkhorst said he was quite pleased that D'66 was the first foreign party to 
make contacts with the British alliance. He felt that ‘this current in Britain 
should not stop at the borders since it represents a new policy for the 1980s which 
should go much farther’. 
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POLITICAL CYPRUS 


NEW TURKISH CYPRIOT GOVERNMENT PROGRAM ANNOUNCED 
Nicosia K.T.F.D. RESMI GAZETE in Turkish 12 Aug 81 pp 161-70 
[Text] Government Program 


Of the Government of M. Cagatay, appointed to the Prime 
Ministry on 14 July 1981 and whose Cabinet assumed office 
by approval of the TFSC President on 4 August 1981, and 
read in the TFSC Assembly on Tuesday 11 August 1981: 


Mr President, Distinguished Members of Parliament, 


I am here to read the program of the TFSC Government formed under my Chairman- 
ship and approved by the Head of State in accordance with article 87 of our 
Constitution. 


First, in offering our thanks and gratitude to our Soldiers and Fighters who 
paid with their blood for the formation of the Free Turkish Federated State 
of Cyprus which we have achieved today, we bow our heads with respect in the 
spiritual presence of our beloved war dead. 


A new era in our multiparty, democratic political life began with the general 
elections held on 28 June 1981. As known, no political party was able to ob- 
tain a simple majority in the Federated Assembly in these elections. As Chair- 
man of the NUP [National Unity Party], the party having the most members in the 
TFSC Assembly, I was charged by the Head of State with forming a government, afd 
opportunities were sought for cooperation with other political parties, but un- 
fortunately could not be found. It is a fact that efforts to form a government 
coincided with a most critical stage of the Intercommunal talks. The existence 
of a government in the TSFC was imperative at this stage. The NUP, most honored 
by the community's trust and, as a result, having elected the most national 
deputies, assessed the difficulties of getting together with other political 
parties to speedily form a government, the urgent need to form a government and 
our current national and communal interests at this time. 


The party, therefore, had no alternative but to carry forth its charge by estab- 
lishing a minority government. 





¥Note: The Turkish text here uses Mehmetcik for "Soldier" referring to main- 
land Turkish forces and Mucahit for "Fighter" referring to Turkish-Cypriot 


combatants. 








The performance of the government we formed with this perception will be com- 
pletely purged of partisan thoughts and will be such as to unify, not divide, 
society and to resolve quickly, not put off, problems. 


The economic difficulties intensely felt throughout the world since 1978 and 
created by the economic crisis stemming from the oil pinch stiil persist and 
greatly affect the life of society. In view of this, some of the principal 
and most important goals of our government are to find remedies for economic 
difficulties, to realize equitable income distribution and fair taxation and, 
thus, to raise the standard of living and ensure the welfare of the Turkish 
Cypriot Community. 


The support and aid of Turkey the Motherland will show us the way in our 
governmental endeavors, as it has in overcoming all difficulties, and will be 
our guide in finding the truth and the light. I submit before you once more 
our thanks for the sincere aid and support which the Motherland Turkey has pro- 
vided to date toward the well being of our community. 


Mr President, Distinguished Members of Parliament, 


Before going into the details of our program, I would like to point out that 
we accept consultation and cooperation with the Motherland in all areas as a 
resolute goal. Freeing the Turkish Cypriot Community from its present national 
dangers and ensuring its political security and its social and economic devel- 
opment are possible by always preserving the belief that it is an indivisible 
part of the Turkish Nation. Heartfelt commitment to the principles and reforms 
of Ataturk will constitute the basis of our governmental endeavors. It will be 
our unswerving duty to put the unity, integrity, happiness and well-being of 
the Turkish Cypriot Community first in our thoughts and before party concerns, 
and to take the necessary measures against divisive and discriminatory actions 
and behavior intended to set citizen against citizen. The unadulterated pro- 
tection of human rights and freedoms guaranteed by our Constitution is the 
basis of a free system and a democratic regime; this is our belief. We believe 
that political parties have complementary duties, whether in power or in opposi- 
tion. 


Our government will realize legal, labor, economic and political change and de- 
velopment in compliance with the principles of the socio-legal state envisaged 
by our Constitution. 


Planned development is a course envisaged by the Constitution. Our government, 
defining development as a development encompassing political, social and cul- 
tural areas as well as economic development, will continue to develop and imple- 
ment existing development plans and programs in the way best suited to the 
structure of our society. 


Economy 


Ensuring better living conditions for our Community and its citizens--the basic 
goal of the Development Policy--may be accomplished both through the ability to 
establish a stable state mechanism and authority and the implementation of a con- 
sistent and sound economic order. 
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Our Constitution envisages Planned Development. It is to be implemented in 
compliance with the 5-year Development Plan passed parallel to it by our 
Federated Assembly and the annual programs and budgets prepared accordingly. 
The goal of the plan is to create the potential for rapid economic develop- 
ment in the long term, just distribution of income, increased preduction out- 
put, fiscal stability, an adequate and beneficial balance of payments and 
utilization of the full labor force in the most productive manner. 


Multidirectional and comprehensive economic and fiscal measures will be taken 
to bring the economy to a sound and self-sufficient level and especially to 
free it from the constraint of the Southern Cypriot economy. 


The equitable diffusion of social welfare will be ensured. 
It is our purpose for these goals: 


--To take steps to ensure heightened productivity and the prompt and optimal 
establishment of the land-person relationship, to mobilize production, 


--To attain the greatest benefit from investment programs; to take measures and 
offer guidance on a selective basis in a way that will increase employment and 
the production capacity of society and will open the way to sound developments 
in foreign economic relations; to likewise assist in the guidance of private 
investments, 


--To promote the first against inflation, ensure price stability, improve the 
welfare of the low-income poor, correct the salaries of Public Personnel in 
keeping with living conditions, establish price-wage balance and make the 
necessary legal adjustments for these procedures. 


--For the purpose of keeping prices down for our people, to continue the most- 
favored customs treatment for Turkey, increase our economic relations with EEC 
nations and promote efforts to take advantage of EEC possibilities, 


--To boost public revenues and, in order to base public spending on sound re- 
sources, to formulate a simple and fair taxation system by amending the tax 
laws as necessary and make the minimum wage tax-free, 


--In public spending, to prevent excessive growth of consumer spending, take 
measures to ensure effectiveness in public administration, prevent public serv- 
ices from being identified with unnecessary expense and shift spending to 
production-oriented areas, 


--To review the financial and administrative status of Social Security organi- 
zations under the new conditions, 


--To make the necessary arrangements that enable the performance, in keeping 
with current conditions, of Central Bank functions deemed necessry to the TFSC 
economy and that remove problems in currency matters, to take promptly the mea- 
sures related to regulation of the money and capital market and to establish an 
Investment Bank to provide investment credits needed by the public and private 
sectors, 
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--To raise savings to the level required by the economy, to increase the banking 
sector's influence on and contribution to development, 


--For the purpose of revitalizing the economy and increasing foreign exchange 
revenues, to go ahead with the necessary measures for the passage of laws to 
stimulate tourism, foreign capital and industrial investment, 


--To make legal arrangements that will ensure the Federated State's control-- 
without being obstructive--of foreign exchange resources so as to promote the 
sound development of foreign economic relations in the public interest, 


--To exert every effort that the TFSC might also enjoy aid from International 
Economic organizations, 


--To take the measures deemed necessary to ensure the required social and eco- 
nomic contributions to our economy by the SEE's [State Economic Enterprises] 
and for them to achieve a sound structure governed by economic rules. 


Agriculture 


Every measure necessary willbe taken for the comprehensive development of the 

agricultural sector, the backbone of our economy, and for raising the standard | 
of living and welfare of the population engaged in this sector. The infrastruc- | 
ture and superstructure deemed necessary for the development and improvement both 
as to quality and quantity of agricultural products will be set in place and legal 
arrangements will be carried out effectively and promptly. 


To this end: 


The necessary conservation and improvement of agricultural lands will be accom- 
plished. 


The necessary maintenance and repair of existing irrigation facilities will be 
seen to and the construction of necessary new facilities will be undertaken. 


Every measure will be taken to prevent the waste of a single drop of our coun- 
try's scarce rainfall and to augment our underground and surface water resources 


>. use them to the best advantage. 


Care will be taken in the adoption of every administrative and legal measure 
needed to ensure utilization of both irrigation and drinking water by the rules 
of conservation. 


Irrigation systems and methods will be developed to ensure effective and econom- 
ical utilization of irrigation water. 


Stress will be placed on agricultural mechanization, the provision and widespread 
use of equipment needed by the producer such as machinery, tools and spare parts 
and the development of those existing. 


Research and development activities will be effectively stressed and prompt mea-~ 
sures will be taken for the establishment and operation of an Agricultural Re- 


search Institute for this purpose. 
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Dissemination and exchange of agricultural information will be made more effec- 
tive, with stress on the education of the producer and efforts to equip him with 
modern agricultural information. 


Production of certified and superior seed will be stressed, with new varieties 
imported if necessary and appropriate ones distributed. 


Every measure will be taken to develop both oper and covered vegetable cultiva- 
tion, bearing market possibilities in mind. 


An effective effort will be exerted to increase present livestock numbers and 
to improve and increase breeding. 


The necessary measures will be taken for the improvement of existing pastures 
and the development and widespread use of new animal fodders. 


Measures will be continued for the effective combat and quarantine of both 
plant and animal diseases and infestations. Combative methods and the sale and 
use of drugs will be regulated by law. 


Veterinary services will come to the producer's door, with all measures to be 
increased for instantaneous treatment of infectious diseases. 


Careful attention will be given to credit and encouragement measures alongside 
the development of agricultural infrastructure and the guidance of production 
according to demand and foreign markets. 


Care will be taken to provide agricultural inputs such as medicament, seed and 
fertilizer on time, in adequate amounts and at suitable prices. 


In streamlining agricultural credit methods by making them more practical, care- 
ful attention will be given to taking the measures needed to make adequate and 
cheap agricultural credit available to the producer. 


Base prices according to current conditions will be applied to major agriculturai 
products and modern silos will be built for the safe storage of our grain products. 


The necessary measures will be taken and laws passed for widespread development 
of vineyard and orchard cultivation and the establishment of a subsidiary 
industry. 


All efforts will be made toe improve, increase and expand our trees suitable for 
dry cultivation such as carob, olive and almond. 


Priority will be given during this period to processing and marketing organiza- 
tions geared especially to exporting agricultural products. 


The necessary measures will be taken to preserve the stability of domestic 


prices for our agricultural products, and the activities of organizations con- 
cerned with agricultural products will be reviewed to improve effectiveness. 
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A "Meat Industry Association" will be established for the processing and rating 
of all meat and meat byproducts. 


Our State Propagation Farms will be brought up to the level to meet our produ-~ 
cers' needs for breeding stock and certified seed. 


Water exploration in the new period will be weighted toward new sources of 
potable water and all resources will be mobilized for this. 


Great importance will be placed on citrus production, which accounts for a 
large share of agricultural production and earns substantial foreign exchange 
revenues, and for this reason the "salinization" threat to citrus production 
will definitely be taken up and the Guzelyurt Derivation Project will be 
realized. 


In addition, all measures will be taken for the participation of citrus growers 
in the pricing and marketing process. 


Tobacco cultivation will be shifted to marketable varieties and will be brought 
up to the level to meet the needs of society in cigarette production. In addi- 
tion, importance will be placed on the production of crops such as sesame, 
chickpeas and sunflowers which may be substituted for tobacco and yield the 
same revenue. 


Alongside the protection of our existing forests, areas which have been deforested 
for various reasons will be replanted, communications and transportation in for- 
est areas will be developed and brought up to 4 level to meet requirements. 
National parks and new recreation areas to meet the growing public need will 

be established. 


Ongoing exploration and exploitation of minerals and underground resources will 
be stepped up. 


Legal measures will be taken for a practical Agricultural Insurance taking state 
resources into account. The meteorological service will be developed so as to 
provide necessary information for the state's communications, agricultural, water, 
industrial, tourism and urban planning. 


Cooperativism 


Cooperativism will be used as a means of increasing production and improving in- 

come distribution, raising the standard of living of producers and enabling the 

low and fixed income groups to fulfill their basic consumer and housing needs 

cheaply, well and on time. To this end: ' 


State aid and support of cooperatives monearily, technically and through over- 
sight will continue. 


The cooperative movement will be aided and encouraged in order to resolve pro- 
ducers' problems before, during and after production. 
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Everything possible will be done to support the credit needed for intensive 
agriculture and the efforts of cooperatives in the purchase at home and abroad 
and the distribution of inputs such as fertilizer, quality seed, agricultural 
saedicament and agricultural machinery. 


A policy will also be pursued of supporting the cooperatives for development 
of industry based on agricultural products. 


The necessary aid and encouragement will be offered for increasing the effec- 
tiveness of existing and new cooperatives in the marketing of agricultural pro- 
ducts and the distribution of basic foodstuffs. 


All necessary technical, legal and material aid will be provided for stepping up 
the organization of strong parent cooperatives, the smooth operation of coopera- 
tives and cooperative training. 


Tourism 


During the new period, tourism's share in the national economy will be raised 
and, by increasing our foreign exchange revenues through attracting more foreign 
tourists, will contribute to closing the balance of payments deficit. 


Increased foreign exchange from tourism will also have a positive effect on 
industrial, business and agricultural investments and the general welfare will 
improve as the result of balanced development between these four sectors. In 
keeping with this major goal: 


The necessary measures will be taken to raise standards to parallel demands of 
foreign tourists, to develop mass tourism through various incentives, to extend 
the average stay, raising foreign exchange income, and to make tourism a year~- 
round business. Domestic tourism will also be revitalized by providing addi- 
tional facilities to meet the vacation needs of the populace. 


Credit and interest will be eased in order to give direction to tourism 
investments. 


The necessary legal and other measures will be taken to encourage foreign invest- 
ment in the TFSC under specific conditions. 


Business and Industry 


Weight will be given to a more liberal system in the business community. 
Stress will be placed on seeking markets and marketing, the greatest drawback 
in our foreign trade. There will be continuous cooperation with professional 
organizations involved with these matters and foreign trade will be developed 
rapidly through the removal of bureaucratic obstacles. 


The use insofar as resources allow of export incentive premiums and interna- 
tional marketing techniques will be basic. Specifically, a major contribution 
to reducing our foreign trade deficit will be the creation of a National Stan- 
dards Unit that will encompass the industrial sector and function along the 
lines of market demand. 
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The basic principles of our national industry will be to reduce the trade deficit 
through import substitution and increasing exports in the industrial sector, to 
place priority on facilities to process the products exported as raw materials 
and the protection of our local industry. 


Branches of industry designated as areas suitable for investment will be opeied 
to investment by businessmen. 


The free port will be expanded through additional measures. Measures will be 
taken to make local industrial products competitive on foreign markets. Bring- 
ing existing idle industrial capacity into use will be among these measures. 


Necessary adjustments will be made in laws and procedures to vitalize and step 
up domestic and foreign trade and formalities will be streamlined. 


The needs of society for both consumer and investment goods will be met; a con- 
scientious trade and customs policy and effective legal measures will be in place 
of an effort to prevent blackmarketeering and alleged smuggling. 


Electric Energy 


Capacities of power substations will be raised to meet the growing energy needs 
of Kyrenia and the Karpas region. 


New power substations will be built to meet the growing energy needs of the 
Famagusta Free Port Zone and Nicosia, Famagusta, Kyrenia and Guzelyurt. 


Public Works and Transportation-Communications 


Geometric and physical standards of the existing road network will be improved 
and asphalting of village roads, intravillage and group village roads will 
continue. 


Famagusta Port will be equipped with the facilities required by international 
standards and a modern terminal will be built at the port. Also, for Ro-Ro 
type ships, at least one landing will be provided at an appropriate place in 
the free port. Kyrenia Port will be improved for tourism. The runway will be 
extended at Ercan Airport, making it possible for larger aircraft to land. 


Efforts will be made to modernize telecommunications services, the necessary 
technical system will be developed for ship-to-shore radio and the international- 
level telex capacity will be doubled, adding 160 new lines. Also, pay telephones 
will be installed for public use in population centers. 


In postal services, efficiency of "next day delivery" by centers and branches 
that home-deliver mail will be improved and new post office branches and stamp 
vendors will be opened. Promotional TFSC stamps will continue to be placed 

in circulation. 
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Health Matters 


Social justice and social development will be in the forefront of health serv- 
ices. Our principal goal is to allow all citizens equal access to health 
services. 


Activities initiated to make health services available to the entire society 
will be continued and the bottlenecks discovered in the past will be eliminated. 


In health organization, priority will be given to the public health services, 
including "preventive medicine," and this service will be made more effective 
through the addition of a new unit. 


In treatment institutions, new services will be opened in areas of expertise 
now lacking and personnel and equipment shortages will be eliminated. 


Staff required to provide our medical services will be trained locally by convert- 
ing the presently limited facilities of the Nursing-Obstetrics School into a 
Health College. 


Room and board supplements for nurses and hardship differentials for Respiratory 
and Mental Disease Hospitals nurses will be updated. 


National Education 


Basic elements in our national education will continue to be "equality and 
generality," "education for democracy" and "Ataturkist Nationalism." The 
general goal of our national education is to instill in all students in our 
educational institutions a national identity and consciousness grounded in 
Ataturkist Nationalism and Principles, knowledge and skill. In our educational 
institutions, Ataturkist principles and education for democracy will not be 
eroded by harmful ideologies of foreign origin. 


The basic goal of national education will be to inculcate the national, moral, 
human, spiritual and cultural values of the Turkish nation and to educate 
citizens who love and strive for the betterment of their family, country and 
nation, who believe in a democratic secular and social legal system respectful 
of human rights, who have a heartfelt commitment to the Motherland, who under- 
stand their duties and responsibilities to their country and the Motherland and 
are able to convert these characteristics into action. The draft of the "Basic 
Law on National Education," prepared in keeping with this goal and in light 

of the resolutions adopted at the First Turkish Cypriot Council on Education, 
will be reviewed mindful of the results from the 10th National Council on Edu- 
cation convened in Turkey in June 1981 and will be speedily passed by the Assem- 
bly to be implemented as law. 


The stress placed on vocational-technical education will continue and the goal 
in future development plans will be to raise by 60 percent the number of stu- 
dents attending vocational schools. 


Special courses and electives will be offered in General Intermediate Education 
to encourage students to develop special interests and aptitudes for various 
vocations. They will be trained as individuals conversant with various voca- 
tions in addition to being socially aware, constructive, thinking, and ip tormed 
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The full capacity operation of the main and auxiliary units at the Institute 
for Advanced Technology will be assured with the completion of construction 
and the workshop-laboratory and with the filling of staff slots. 


Measures for the promulgation of equal educational opportunity will be taken 
such as giving optimal development to the school system, establishing pre- 
schools especially in rural areas, and distributing and updating scholarships, 
credit and transportation assistance. 


Culture 


Development of a native art will be encouraged within the TFSC borders and the 
effective role of the fine arts in the spiritual and aesthetic development of 
our people will be revived. 


Music and the performing arts, the branches of fine arts most visible to the 
public at large, and the public institutions which promote them will be encour- 
aged to make a significant contribution to the development of art and culture 

in our society through serious efforts in keeping with Ataturkist principles. 
Every effort will be made to increase the number of professional artists and, 
through the approach of bringing art to the people at the amateur level, to 
allow our people to produce artwork, making cultural folklore a personal part 

of their daily lives. Measures will be taken to encourage cultural contact with 
turkey and foreign nations. 


Care will be taken to protect our subterranean and above-ground artifacts and 
make them into a means of attracting tourism. 


Youth 


The major goals of our youth policy are to contribute to the integration and 
training of our youth in keeping with love of country, national values and 
Ataturkist Principles and to take measures within the framework of effective 
mass education to help them make valuable use of their free time. 


For this purpose, care will be taken in compliance with existing regulations to 
establish regional sports facilities, to set up sports agencies in certain re- 
gions so that sports opportunities will exist nationwide, to increase aid to 
sports clubs, to expand the scope of assistance and to make our youth competi- 
tive with other youth in any sport anywhere. 


Clubs and associations will be assisted in obtaining supplies and equipment in- 
expensively for the mental and physical development of your youth and the val- 
uable use of their spare time. 


Construction of the Sports Complex will be completed soon and a Sports Fund 
will be set up in accordance with the law for the construction of gymnasiums 
and other sports facilities needed. 


A system will be put into operation to monitor the assimilation of our young 
graduates into the nation and society, their employment status, social rela- 
tionships and contribution to society; it will also find lasting solutions to 


55 








problems in these areas. The activities of associations and organizations which 
share responsibility in these youth-related matters will be coordinated along 
the lines of the stated goals. 


Special measures will be taken to facilitate the military obligations of citizens 
of service age living in foreign countries. 


Internal Security 


Positive results will be obtained as soon as possible in internal security by 
taking measures needed to serve the people better and eliminate existing defects, 
and the security organization will continue to be equipped in a modern fashion. 


The project to increase existing housing for security officers and members of 
the national security forces will proceed. 


General and on-the-job training will continue to be stressed for security of fi- 
cers responsible for internal security to enable them to best serve the people. 


Legal arrangements will be made concerning associations to prevent their engag- 
ing in activities outside their original purposes and to permit financial and 
administrative oversight. 


State Economic Enterprises 


The State Economic Enterprises will be fully reviewed and the necessary mea- 
sures quickly taken to make them into more productive organizations which 
generate resources. Decisions will be made and implemented in keeping with 
the interests of society concerning faltering enterprises. 


Foreign Relations 


Ongoing efforts to make the Turkish Cypriot cause better understood and accepted 
everywhere will be continued. 


Peaceful means and methods to political solution will not be abandoned, but our 
national rights will not be sacrificed; the necessary measures will be taken 
for the protection of these rights. 


To further develop our friendly and fraternal relations with Islamic nations, 
to continue to protect our rights and status vis-a-vis the EEC and to make our 
voice heard, whatever the conditions, in the United Nations and other inter- 
national forums will continue to be our basic goal and the necessary measures 
in this regard will be taken. 


A policy will be pursued in our foreign relations which honors as always the sup- 
port of the Motherland Turkey and any initiatives which oppose the Motherland 
or are damaging to it will be avoided. 


In the solution of the Cyprus problem, we will continue to reject proposals 
which go against the will of the Turkish people living in the TFSC, to disre- 
gard measures harmful to our security and to oppose any initiative to 
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overshadow our rights and status as cofounder of the state from which we derive 
our freedom and independence. 


We will continue to support the liberation struggles of our Palestinian brothers 
within the framework of our general policy of favoring the oppressed and our 
brothers in religion who are struggling for liberation. 


Our basic mission is the continuation of our contacts in order to establish 
good relations with neighboring states, prevent without discrimination the 
interference of the blocs in the Cyprus problem, and insure that a system re-~ 
spectful of social and human rights can be established in which the cofounders 
of the independent, nonaligned, bizonal, bicommunal Cypriot state can live in 
peace. 


Our program includes the establishment of better relations with native Cypriot 
Turks living outside the TFSC and to give direction to these relations through 
a symposium to be arranged next year. Opportunities will be provided the chil- 
dren of Cypriot Turks living abroad to become acquainted with their homeland, 
inexpensive accommodations will be provided so that youths may get together 

and reciprocal contacts and visits will be encouraged. 


Our foreign affairs mechanism for the direction and implementation of foreign | 
policy will be organized at the level required by internal and external circum- | 
stances and centers will be opened in various countries to take on the task of | 
representation in the appropriate manner. 


Labor 


Laws to implement the rights guaranteed to workers by our Constitution will be 
given priority passage in the Assembly. 


Every support will be provided the initiatives begun and to be begun by various 
organizations supplemental to government initiatives to provide public housing 
for workers. 


Free, continuous apprentice training and vocational-technical training will be 
offered to allow young workers to acquire a vocation and improve and develop 
their knowledge, competence and experience; the ability of workers to take 
equal advantage of this training will be ensured. 


Compensation from social insurance funds such as old age, widows' and orphans' 
pensions and unemployment will be satisfactorily adjusted to current conditions. 


Every measure necessary will be taken to protect workers from inflation and to 
allow them to take their fair share of growing prosperity within a system of 
social justice. 


The state will give its full support to production and consumption cooperatives 
workers will establish to increase their purchasing power. 











Freedom of unionism and the rights of the worker to choose a union freely will 
be protected and maximum care will be taken to ensure the functioning of the 
labor-management-government triad through maximum cooperation, understanding and 
dialog in the conduct of labor relations. 


The necessary impartial mechanism will be established for swiftly resolving with 
a due measure of justice personal complaints which give rise to discontent at 
the workplace. 


Meticulous implementation of the law on rehabilitation and employment of the 
handicapped will continue. 


An essential policy will be the utilization of social security funds such as 
social insurance and the reserve fund in the national economy for production and 
employment insofar as fund members are benefited. The necessary legal arrange- 
ment will be made for severance pay. 


Housing and Equal Property 


Implementation of the equal property law will be completed at an early date. 
Real estate deeds assigned and to be assigned under the land distribution and 
equal property law will receive priority disbursement. 


Implementation envisaged by the public housing law will be actuated by estab- 
lishing a special fund to promote its resources. 


Procedures for providing young people lacking homes lots for home-building from 
treasury properties will continue in accordance with the law. 


Social Topics 


Priority will be given the completion of legal arrangements initiated for so- 
cial, economic, financial and other measures envisaged by our Constitution for 
the protection and rehabilitation of our citizens who emigrated or suffered 
direct or indirect damage because of or during the National Resistance of the 
Turkish Community. 


In connection with social services, salaries and assistance given to the poor 
and needy, the families of war dead and disabled veterans will be given prior- 
ity revision and updating. 


Land entitlements will be given to the children of war dead. 
The state will continue to pay for the education of the children of war dead. 


Marriage assistance given to the daughters of war dead will be continuously up- 
dated. 


Priority consideration will be given the establishment of day care centers for 
the children of working mothers. 


A law will be introduced for the hopelessly indebted to bring some relief to 
this group. 
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Special consideration will be given the current reform procedure for juvenile 
delinguents. Efforts will also be made to give material and spiritual support 
to the elderly and to ensure social welfare. 


Public Administration 


The Central Government Organization will be reorganized to make it more effec- 
tive. 


Basic policy in reorganization will be to introduce a system whereby public serv- 
ice agencies will provide faster, better quality service at less expense and to 
ensure that they function within such a system. 


The Civil service Law binds the individual rights of our public employees to 
objective rules, thus carrying out the most important of the basic rules of 
democratic public administration. 


Defects which emerge in implewentation of the Civil Service Law will be promptly 
corrected and salary scales will be revised to provide civil servants a sound 
standard of living. 


The powers of civil and local administrations will be increased to replace over- 
centralization in public administration. The need to resolve every civil issue 
in the capital will be eliminated. 


Legal arrangements will be made to meet the financial needs of municipalities 
and other local administrations and to provide them new resources. 


Mr President, Distinguished Members of Parliament, 


In conclusion, I would like to stress once again that we, together with our great 
Asserbly, will continue to be the guardian in every way of the pluralist demo- 
cratic order, social justice and superiority of the law guaranteed by our Consti- 
tution and that it will be our duty to serve all of our people to the best of 
our ability in light of these principles. 


In carrying out this duty, the principles and reforms of Ataturk and the unity, 
integrity, happiness and well being of the National Turkish Community will be 
our first thought and will be placed before any party concern. 


It is our obligation to defend and affirm our democracy and oir national values 
which will not be compromised. These values are our freedoms, won by the blood 
and lives of countless dead, and our national solidarity by which these, our 
freedoms, are given life. We believe that these values should be incorporated 
as the least common denominator and basic principles on which our democracy 
will offer no compromise. We believe these values must be wholly embraced by 
both government and opposition. 


It is within this belief that I respectfully submit that we shall be attentive 
to dialog with the opposition, reiterating that we shall welcome with respect 
and certainly benefit from their constructive criticism and admonitions. 
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POLITICAL FEDERAL REPUBLIC OF GERMANY 


KOHL'S NEW LEADERSHIP QUALITIES SEEN AT CDU CONGRESS 
Frankfurt/iMain FRANKFURTER ALLGEMEINE in German 7 Nov 81 p 12 
[article by Karl Feldmeyer: "Kohl a Hit in Hamburg"/ 


[text] The CDU party congress in Hamburg was a daring undertaking— that paid 
off, There was fear it might turn into a debacle both because of the experiment of 
inviting 1,500 young people and to debate them publicly in front of the TV cameras 
without being able to control beforehand yhether the dialogue would work or turn 
into confrontation and because of possibl: differences that might come up in Ham- 
burg with regard to the goals to be pursued. Both of these worries turned out to 
be groundless, The party congress was a success, with the secretary-general lay- 
ing the groundwork and the party chairman taking care of the rest. This time, Kohl 
left a stronger imprint on the party congress than ever before. He did not content 
himself with pulling the strings behind the scenes; he assumed a leadership role, 
And that is something new. 


It was not a foregone conclusion that things would work out so well for the party 
chairman in Hamburg. Quite the contrary— there were indications that he would run 
into problems, Prior to the party congress, there were some leading CDU politicians 
who voiced veiled criticism and so both tested the waters and turned public atten- 
tion on themselves. Was there to be still another in the long series of "disputes 
among the CDU leadership ?" Kohl can largely credit himself for things not turning 
out that way. A number of factors contributed to his success and that of the party 
congress. Kohl took the wind out of the sails of those who were agitating in favor 
of more discussion of principles by not only calling for an open debate of issues 
himself but also by setting the tone for the debate with his own opening speech. 
This speech had a decidedly new cast to it: he did not review, as so often in the 
past, the CDU policy statements and positions on the basis of pragmatic criteria. 
Indeed, he looked at the issues from the point of view of whether they were com- 
patible with the value structure and the basic principle that the state must serve 
the individual and not the other way around. In this manner, he not only took cog- 
nizance of the needs of his young critics by going into the question whether and 
to what an extent political life can be based on ethics; and he also had an oppor= 
tunity to prove that the central positions of the concrete policies he stands for 
have a basis in ethics and are not merely opportunistic. He made good use of his 


day in court. 














More markedly and differently than usual, he availed himself of the mandate of 
leadership as party chairman, particularly in those instance where he felt his om 
intentions were involved. At the very outset, in his introductory remarks, he made 
a point of correcting the criteria for debate and future orientation which had 
been set forth by his secretary-general only two days earlier. Instead, he said, 
the Hamburg gathering would be marked by tolerance and by the CDU's preparations 
for the government takeover. The delegates accepted this correction and supported 
Kohl in his attempt to make it stick during the next few days. Potential critics 
of the chairman, of which there are some among the leadership at all times for 
different reasons, preferred to hold their fire in view of this situation. 


In fact, they had little opportunity to do otherwise, given Kohl's quiet air of 
self-confidence in Iamburg. Rarely, if ever, had the CDU chairman seemed more at 
peace with himself, Judging by the applause on the very first day with which the 
delegates received his allusions —demonstrating thereby that they are tired of 
the efforts of individuals to upstage Kohl— everyone could see that open or vei- 
led attacks against him would not work at this particular party congress. No names 
were mentioned, nor did they have to be, since everyone was well aware of who was 
being spoken about. 


This was what was new at the Hamburg party congress and so was Kohl's easy manner 
in his relations with the young people. The CDU not only developed the ability to 
listen to its young visitors; it also proffered interest in them and in their argu- 
merts, both those that were well-founded and those that obviously were not. At the 
most important meeting on Wednesday afternoon, it was not only the seats of the vi- 
siting delegates that were filled. There was hardly an empty seat in the sections 
reserved for the regular delegates and the party rank-and-file, They showed their 
approval or disapproval by more applause or less, but in no instance by indignation 
or flagrant contradiction. Kohl, by leading the discussion with a sure hand himself, 
managed to preserve the relaxed atmosphere which had been created by Richard von 
Weizsaecker's speech, an impressive, thoughtful presentation true to principle. 
Among others who contributed to this atmosphere most directly were not only Geiss- 
ler, but also Norbert Bluem. The way in which these politicians comported themsel- 
ves gave an indication that the CDU does have a chance of reaching out again with 
its arguments to those young people at least who are rightly called "critics" in 
that they have not succumbed to some new panacea, 


The Hamburg meeting could not properly be called a topically political party con- 
gress, if it had not sent out direct political signals to the other parties as 
well. The important thing above all was what Kohl had to say to the FDP and what 
indirect signals he sent them by laying out his plans for getting fiscal policy and 
the economy back on its feet. His assessment that the FDP will not quit the coali- 
tion with the SPD, if the CDU/CSU meets the FDP halfway but only if and when it 
realizes that the SPD's loss of popularity is affecting it as well was presented 
for intra=party purposes. It was meant to discount the suspicion that Kohl was 
treating the FDP with kid gloves because he hoped thereby to bring about a prema=- 
ture end of the coalition, But the sober tone underlying these statements also re- 
flected confidence in a positive outcome of next year's provincial elections and 











in the idea that it is no longer the CDU/CSU at this point which is primarily in- 
terested in an FDP switch, but the FDP itself. 


And it was certainly no accident that Kohl's proposals for getting fiscal policy 
and the economy back on its feet were ider:.ical with the ones Genscher had called 
both necessary and correct earlier. It was an obvious attempt to show just which 
parties do agree on the issues at this time. 


Another thing that emerged from the Hamburg party congress was that Kohl evinced a 
strong interest in Ssues and details in the debate of motions such as was rarely 
noted during his years in Bonn, Not without reason had he been criticized many 
times for not having the energy to work out details; but in Hamburg, he did so on 
at least two occasions. In the debate about a motion on whether the CDU ought to 
come out for or against cutting school years until graduation from 13 to 12, Kohl 
unequivocally opted for the cut although the phalanx of ministers of culture, 
ranging from Remmers to Mrs Laurien, had called for retaining the present 13-year 
cycle and the majority appeared ready to follow their lead. 


Kohl was equally self-assured when a motion came up calling for repeal of the 
examination of conscience for conscientious objectors and for extending non=- 
combatant service 6 months beyond the term required for military service. In this 
instance, too, Kohl waded right in and once again took the risk of being voted 
down as party chairman and to lose out as part of a minority. 


This is a way of acting for which he was not noted for a long time and which many 
people long thought he lacked— many who expect their party chairman to be a real 
leader and to be up front and not somewhere in the rear. If Kohl could transfer 
this image to his post as opposition leader in Bonn, he could look forward to the 
next Bundestag election with confidence. 
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ERRATUM: This article is reprinted from 
JPRS 79434, 13 November 1981, No 1851 of 
this series pp 66-68 with corrections. 


POLITICAL FRANCE 


MITTERRAND'S PCF MINISTER RATIONALE DISPUTED 
Paris LE FIGARO in French 14 Sep 81 pp 1, 6 
[Article by Annie Kriegel: "The Weight of the Communists"’] 


[Text] Nothing ever turns out the way one expects it to. It was expected that 

the Left would obtain victory by its union. Not at all: The united Right in 1974 

as in 1978 defeated the united Left, or a too recently disunited Left. It was neces- 
sary for the rupture of the union of the Left to appear definitely irreparable 

for the Right, henceforth lowering its guard and overcome by carelessness, to break 
up. Thus, the disunited Left defeated the disunited Right. 


It was also expected that the victory of the Left would be almost equally divided 
between its two compnents. Not at all: The victory of the Left was essentially 
based on a severe electoral defeat of its Communist component. It is this defeat 
itself, acquired after the first round of the presidential elections, which articu- 
lated the dynamics of victory to the Left. In the end it was more especially by 

the votes they gave to Francois Mitterrand and to his friends in the second round 

of the presidential elections and in the second round of the legislative elections 
that the communists powerfully ensured the victory of the Left by losing (involun- 
tarily!) many votes in the first round of the presidential and the legislative elec- 
tions. 


However, if nothing ever turns out as expected, everything ends as it was foreseen: 
The government of the Left includes four Communist ministers. 


It was F 0 [Workers' Force] which underlines the seriousness of the fact, in the 

most solemn terms. It was only after the test of force which the movement of semi- 
insurrectional strikes of autumn, 1947, had been that the CGT- FO [General Confed- 
eration of Labor - Workers Force] was born out of the revolt of aC GT faction against 
communist hegemony and domination over the workers confederation in the Rue La Fayette. 


More evasive was the challenge of the guardians of the Gaullist tradition. Wasn't 
there an apparent continuity--from the decision to bring the communists into the 
government of General de Gaulle in 1943 to the decision to bring them into the Mauroy 
government in June, 1981? This was pure sophism. In 1943 the Soviet Union was 
our ally. In 1981 France and Western Europe face only one potential military threat: 
That which could come from the East. Now, isn't the credibility of this threat 

(on which is based the capacity of a democracy to provide itself with the means 

for its defense)--weakened by the single fact that it is regarded as acceptable 











to bring communist ministersto take part in vital decisions? Even worse: These 

are ministers who belong to a party whose fidelity to Moscow was reaffirmed vividly 
after the visit which Georges Marchais made there in 1980. Hence the paradox: Where- 
as it was considered that the communist parties of the large Western European coun~ 
tries would regain the path of democratic legitimacy, provided they become "Euro- 
communist" in outlook/ enter into a process of internal renovation, on the contrary 

it is the party which has ostensibly refused to practice that kind of mini-dissi- 
dence which reaches the objective. 


Did Francois Mitterrand nevertheless play the game by arguing that, having succeeded 
in brutally reducing the electoral support of the PCF [French Communist Party], 
nothing would stop him from dealing a new blow at the Party--this time by imprisoning 
it in the netsof government action and solidarity? The argument has some force, 

but it has three weaknesses. 


1) First, nothing proves that the communists, whose electoral percentage was brought 
down tc 16 percent but who are authorized to spread out from above in the channels 

of the state, are not benefitting from a better social grasp on things than communists 
who would have maintained an electoral percentage of 20 to 22 percent but who would 

be kept carefully on the sideiines. The capacity of state power (if it is democratic) 
to change things is always overestimated, but its resources in the art of influencing, 
intimidating, persuading, and corrupting men are always underestimated. It is encugh 
to observe how, under cover of "dialogue" the positions of power in public enterprises, 
as in the private sector, are filled in an accelerated way. 


2) We would then need to be assured that the communists, if in effect they have 
lost the battle for the management and ~ontrol of the union of the Left, have not 
largely preserved the gains obtained between 1969 and 1977 in the preparation of 
the platform and program of the Left. Don't let the propensity of socialist leaders 
to a certain kind of anticommunist or antisoviet exhibitionism give us any illusions. 
The radical course which the socialist experiment, apparently spontaneously, with 
its general orientation and in many of its subsidiary aspects, dependent on Marxism 
pure and simple, has taken would be unintelligible if it did not have its source 
and did not draw its consistency from communist proposals anc projects which had 
served as a basis for the negotiation of the former common program. It has been 
hastily alleged that by signing the political agreement of 4 June 1981 the commu-~ 
nists have gone to Canossa. 


Another misapprehension: The text of the agreement is 4 masterpeice, either of 
innocuousness or of ambiguity. In fact, the Socialists could not enclose the Comnu- 
nists in a networkof constraining formulas unless they enclosed themselves with 

them. Now, we know that the president 4s anxious to keep his hands free. 


3) Finally, it would be necessary to believe that the Communists, orce they accepted 
the grant of four ministerial departments, would hy the same act renounce their 
freedom to maneuver. That's going too far. Charles Fiterman, in announcing that 

the four ministers, of whom he is the leader, were not the rpresentatives of their 
party, clarified things. For this meant that they were the only ones to come under 
government solidarity. 
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Did the Socialists have amore modest ambition: That of acquiring at a modest price 
a certain period of "social peace"? Isn't this what happened in 1945 when, in 
effect, the PCF employed itself for nearly 2 years in placing the accent, in addres- 
ging its working class troops, on the reconstruction of the country, rather than 

on the satisfaction of the claims of the workers? However, today France is not 
engaged in rebuilding itself. The fact remains that there has not been, as in 1936, 
a premature social explosion. However, this is to forget that the blazing fire 

of the 1936 strikes in no way resulted from an initial communist decision. Furthermore, 
the socialist experiment under way does not have as its driving force and for the 
largest part of its legitimacy the exasperated power of a proletariat on the march 
or a workers movement in battle order. It is rather, as it already was in May, 
1968, an affair of a radicalized petty bourgeoisie. For this it is enough to ob- 
serve what were the professional categories which boiled over as soon as the events 
of 10 May [1968] occurred. 


That does not mean that the CGT, for all of that, is going to remain inactive. Henri 
Krasucki has announced the program. Leaving the CFDT [French Democratic Confederation 
of Labor] to compromise itself in a process of integration into the state apparatus-- 
a process which very much resembles the transformation into auxiliary police of 
the “official” trade unions in the countries of Eastern Europe--the secretary of 
the CGT has restated "the independence" of his organization. Moreover, counting 


on the same CFDT, conversely, to take spon itself priming the 7 of the social 
movement with dreamy "qualitative" claims, he is holding himself ready to jump 


on the wheel in order to appear once more as the hard but reasonable and solid partner, 
above all concerned with concrete benefits. 


Georges Marchais certainly recognized that he had "problems." However, they are 
of various kinds and are not to be confused. He has the basic problems facing the 
whole socialist camp regarding the contrasting record of the past 60 years. He 
also has long-term problems confronting the while Western European section of the 
international communist movement, in the face of Western modernity. However, above 
all and for the moment he has the immediate problems posed to a communist party by 
its participation in a socialist experiment which it does not control after 

not having viewed it as desirable and considering that the party believes 

that the failure of the experiment ig unavoidable. Now, in this regard Marchais 
has two recent points of reference. One of them is totally negative: That of the 
Chilean Communist Party, which did not know how to disengage itself in time from 
the Allende type of adventurism and which was crushed while Chile itself, once 

it was destabilized, went from one extreme to the other. 


There only remains in such a situation a meager amount of consolation: The occasion 
given to international communism to lead a world campaign against "fascism." The 
other point of reference is, on tha other hand, exceptionally positive: That of 

the Portuguese Communist Party. When the April revolution was in its ascendancy, 
the Portuguese Communist Party was able to move definitively into the socialist 

camp all of the former Portuguese empire inAfrica. In the period of decline of the 
revolution the Portuguese Communist Party knew how to disengage itself in time and 
become again the principal force of the Left of a Portugal which had gone peacefully 
to the right. whereas the Socialist Party fell all by itself from its high position 
and its eccentricities (in the proper sense of the word). 
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POLITICAL NETHERLANDS 


ECONOMICS MINISTER TERLOUW PROFILED 
Amsterdam ELSEVIERS MAGAZINE in Dutch 3 Oct 81 pp 15-19 


[Report by Rene de Bok: “Appraisal Report Newly Drafted Ministers; Jan Terlouw and 
the Mystery of Economic Affairs." ] 


[Text] The political leader of D'66 [Democrats 66], Jan 
Cornelis Terlouw, mysteriously appeared in the Second Chamber 
10 years ago. In October '76 he expressed the devout desire 
to withdraw from politics. Five years later he handles the 
portfolio of Economic Affairs in the second Van Agt Cabinet. 
Again as a question mark. Whoever would have expressed the 
thought a year ago that Jan would be the indicated man for 
Economic Affairs would have been ignored as a first-hand 
political dud. ELSEVIER is mapping out Terlouw's political 
perimeter. 


Ability and Experience: 


Jan Terlouw's joining Economic Affairs is a novelty. Although among Lubbers, 

Van Aardenne and Terlouw only the first-mentioned has experienced industrial man- 
agement from within, Terlouw is the only one among them who is not hampered by a 
broad basis of professional knowledge in his area. That has both advantages and 
disadvantages. But the first should not be overestimated. Terlouw has a fresh 
viewpoint on the subject matter and is not afflicted with the unavoidable heredi- 
tary burden which every college-educated economist carries. A doctoral candidate 
from Tilburg considers the graduate economist from Amsterdam or Groningen as not 
entirely responsible, and the reverse is also true. One swears by local theore- 
tical pet topics and that does not enlighten the discussion. Jan Terlouw is not 
burdened by that. To put it more strongly: he is hardly burdened at all, al- 
though this is a slight exaggeration. In the parliamentary group, Jan Terlouw 
has been involved with economic affairs, environment Management and the energy 
policy. In his academic years, economics was his minor. One cannot deny him a 
certain insight. In a less expert group his ready knowledge in the area of 
economics could still stand a good chance, but in a discussion with experts he 
cannot defend himself too well, in spite of having support in his party from 
people such as Engwirda and Nypels. The question is whether Jan Terlouw, as 
Minister of Economic Affairs, will be able to stand up to the theoretical artil- 
lery which will be fired at him by the current minister of social affairs and 
experienced economist J. den Uyl. 








Terlouw's limited horizon shows up in the manner in which he has so far mapped out 
the field of economic power. One continually discovers the dominance of his tech- 
nological background there. Jan Terlouw studied math and physics at the State 
University in Utrecht. After getting his promotion [acceptance into the PhD pro- 
gram | he worked at the "Institute of Technology" in Cambridge, Mass, later at the 
"Royal Institute of Technology” in Stockholm. When Terlouw is discussing economic 
prospects, his emphasis is often on innovation. He already saw himself as minister 
of technology and said in that contexts "The socio-economic policy is completely 
aimed at the creation of 100,000 new jobs through the recovery of profits and the 
freezing of wages. I am completely convinced that if one does not let that be 
coupled with a renovation of products, that essential change will not be achieved." 
The story about innovation has been slightly pushed into the background the past 
few years by D'66. And while his predecessor Van Aardenne tried to cut the rot 

out of Dutch industry with a surgical knife, Jan Terlouw will pursue a more 
socially-oriented policy, aimed more at the retention of work opportunity and the 
creation of environment-hygienic conditions. In doing so, he will unavoidably get 
into a fix: between Minister of Social Affairs Den Uyl on the one hand and his 

top official of economic affairs, Professor Rutten, on the other hand. Only if 

he succeeds in getting out of this fix unscathed will his lack of basic knowledge 
in economy not hurt him. But it does remain a precarious point. 


Score for skill and knowledge: 49. 


Character Qualities: 


Nationalist, realist, pragmaticist. All of these can be applied to Jan Terlouw's 
character, but always within limits. "People don't know anything about me and it 
should stay that way,” he said to Bibeb of the VN [United Nations], 


Clergyman's son Jan Terlouw grew up in an orthodox reformed environment: no 
bicycling on Sunday, no card playing; radio is the ear and television, the eye 

of the devil. In his youth Jan Terlouw submissively listened to thousands of 
sermons; he is still very versed in Scripture but has detached himself from his 
religious ties. Science became his new faith. In his brain the idea sprouted 
that scientific objectivity was the cement of the great social edifice. Although 
at age 25 he was still fascinated by pure science, as he became older he descended 
to earth from higher spheres. Once he made contact with the earth, he also 
renounced his second faith, science, as a source of eternal truth. This renounce- 
ment of faith automatically led to the sphere of influence of a political party 
which claimed to have broken off from any dogma or ideology, D'66. Terlouw said 
about the PvdA [Labor Party |: "The PvdA is professing socialism like a religion." 
Terlouw's strength lies in distancing himself from petty details of the political 
business. He prefers general philosophies over the political drills in the con- 
fines of the Binnenhof [government building ]s "I find the spiritual development 
of society more fascinating than the economic one." He is against negotiating 

for the sake of negotiating. He says of himself that he doesn't get wrapped up 

in politics as much as Den Uyl. He always tries to keep control of himself in all 
circumstances, always looks for the middle ground and never lets himself be temp- 
ted to extremes. It was no coincidence that he was chosen as the symbol of D'66's 
reasonableness: "I hate fanaticism." But sometimes that reasonableness has a hint 
of tenacity; the removal of sharp edges becomes a goal in itself. The elimination 
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of aggression, of emotion, at any price sometimes leads to failures. When Terlouw 
really gets angry, his mood rapidly turns into temper. As a child he was a hot- 
tempered little chap who defended himself stoically against the pinching bonds of 
his religious environment. Those bouts of temper have disappeared, but once in 

a while his temper surfaces a little: once when Hans Jacobs of the VARA [Workers 
Radio Amateurs Association ] treated him condescendingly, Terlouw promptly re- 
signed his VARA membership and also left the recommendation committee; “I don't 
believe that a broadcasting company with such a mentality should remain large." 
But in spite of his short-lived vulnerability to personal criticism, the basic 
element of his character is very stable. 


Character qualities: 82. 
Style: 


"T am not the type to march with a banner (. . .). I don't open the attack. 
Perhaps my weakness as a politician is that I am not aggressive." 


Jan Terlouw's style has changed considerably over the past 5 years. During his 
functioning as parliamentary group leader of D'66 in the period of the Den Uyl 
Cabinet, the diffidence which he had inherited from his stay in the ivory tower 
of science was still clearly visible. The last 5 years he has become more flex- 
ible outwardly in his actions: he preaches reasonableness in a blue blazer and 
with one hand in his pocket. Sometimes he acts impulsively: "There are new 
values. Human beings are emancipating. But the old parties present their old 
answers to the new problems. People think that a new trend is needed in this 
new period. Democrats '66 is such a new trend, an essential new trend." Terlouw 
uses neither too many nor too few words, as befits the ideal son-in-law. He has 
said on occasion: "For every sentence Dries [Prime Minister Van Agt] says, I say 
three and Joop [Den Uyl | nine." Terlouw once again is in the middle, in the focus 
of reasonableness. In one element of style he has an advantage over competing 
politicians. In a period of technological progress the emphasis of Terlouw's 
style is on a conscious use of the media. When a photographer photographed 
Terlouw with a cigarette in his hand, the political leader of D'66 understood 
immediately that this did not fit in with his image. And thus he told the photo- 
grapher: "I don't want the voters to see me like this. I am an advocate of non- 
smoking and a clean environment.” 


He pays a great deal of attention to a TV appearance. His press adviser Ernst 
Bakker: "Jan looks good on TV for three reasonss he speaks easily; he sells a 
nice program and he doesn't have a wart on his nose." The appeal of the message 
is central in that. Terlouw is not a doom-saying politician; he isn't burdened 
by weighty principles and ideologies, but he propagates in a subdued manner an 
atmosphere of freedom and happiness without calling for artificial joyfulness. 
The election prophet of the PvdA, Marcel van Dam, had little praise for Terlouw's 
style: "Terlouw's strategy is risky. He hasn't thought too deeply about the 
meaning of politics. He has projected the image that he is a man who keeps him- 
self out of political squabbling. But he has inadequately realized the conse- 
quences of that tactic. Politics by definition is conflict, while Terlouw starts 
from the premise that people don't like that bickering." The facts have proven 
Van Dam wrong. The hard, biting, conflicting campaign tone of Den Uyl lost, while 











the contained style of Terlouw won the argument. As minister of economic affairs 
that believable tone-setting can only be to his advantage. He lands in the 
danger zone with his style only when uncertainty on professional knowledge with 
respect to the field of economic power gets the upper hand. 


Score for style: /71l. 
Position Within the Current Coalition: 


The bugaboo of his basic knowledge in the area of economics continues to haunt 
him, which is also the case with respect to his authority in the current coali- 
tion. In the booklet "That Won't Happen," which Terlouw wrote together with his 
party associate Walter Zegveld, the political leader of D'66 voices his 

opinion on work opportunity in the eighties. Current Minister of Social Affairs 
Den Uyl won't have lost much sleep over it. And Terlouw isn't too sure of his 
ground eitherwith respect to an old hand like Minister of Finance Fons Van der 
Stee. As a seasoned tax lawyer Van der Stee has a big arsenal of arguments and 
tricks at his disposal to best Terlouw in the direct dialogue in the council of 
ministers. Terlouw will often have to consult with the official support battalion 
or with his specialists in the D'66 parliamentary group. But that doesn't make 
him stronger in the immediate confrontation. On the other hand, it is unjust to 
portray Terlouw as a pall-bearer of Den Uyl. On the contrary. On various oc- 
casions during the previous cabinet periou Terlouw criticized the PvdA's manner 

of conducting opposition. He concluded that the PvdA voted against CDALChristian | 
Democratic Appeal} motions with respect to the Specifications’'81 debate due to 

irritation and not because of rational considerations. ~He did not leave any mis- 
understanding about a potential rapprochement of D'66 and PvdA: “A D‘'66 which 

resembles the PvdA would be senseless and without prospects (... ). We are not 

against the PvdA; we are different.” 


Terlouw scored an important point in the [cabinet ] formation discussions when he 
was able to prevent the portfolio of economic affairs from being used te the ad- 
vantage of social affairs. By heading off Den Uyl at a crucial moment, serlouw's 
authority within the current coalition was considerably strengthened. And to all 
appearances Terlouw will be able to play a role of mediator in this fighting 
cabinet between the two extremes of Den Uyl and [Prime Minister ] Van Agt. Both 
Den Uyl and Van Agt are well-disposed toward Terlouw. As symbol of reasonable- 
ness he is above suspicion and he is capable of keeping the rebellious troops 

in the cabinet. His friendship with Minister of Intccnal Affairs Van Thijn will 
open up approaches toward compromises which appear to go nowhere in a direct con- 
frontation between Van Agt and Den Uyl. Precisely at moments when the viability 
of the Van Agt II cabinet will be put to the test, Terlouw will be able to 
acquire an authority which far exceeds the position he now occupies -- as third 
wheel of the tandem. In view of the fact that neither the PvdA nor the CDA will 
be inclined to let the cabinet derail -- in view of the old law: who breaks some- 
thing pays for it -- such a key role for Terlouw is a realistic possibility. 


Score: position in the current coalitions 73. 











Position Within His Own Partys 


Jan Terlouw's position in his own party is practically inviolable. If one faith 
is tolerated within D'66, it is the faith in Jan Terlouw. D'6’ congresses still 
are dominated by the charisma of Jan Terlouw. During congress days Jan Terlouw 
not only appears to be the symbol of the slogans D'66, the reisonable alter- 
native; Terlouw is the reasonable and only alternative for D'66. There are no 
candidates who at this moment could take over that role without considerable 
electoral loss for the '66 Democrats -- not Hans van Mierlo, and even less 
Zeevalking or Glastra van Loon. Sometimes one can hear signs of a nostalgia for 
the sixties among the following. But the heroes of the explosive party are 
either tired or have landed in positions where the explosion of the political 
system also means the explosion of their own political careers. Hans van Mierlo 
is a strong proof of that. Another marginal sound is the call for a party con- 
stitution. Among members of the old guard, primarily Gruijters is a passionate 
opponent of that. And Terlouw agrees with him when he says: "In the sixties we 
said goodbye to our fixities. The other politicai parties were frozen in their 
doctrines. I want to warn the congress against an academically interesting but 
politically fatal discussion." Terlouw's position in D'66 is much stronger than 
the position of the other political leaders in the current coalition. The free- 
dom left to Terlouw by D‘'66's advisory council to negotiate as he saw fit in 

the most recent formation was characteristic of Terlouw's status within D'66. 


Although the party leadership is not entirely free of personal frictions -- 
Brinkhorst, the parliamentary group leader in the Second Chamber, and Minister of 
Defense Van Mierlo don't always get on, for example -- Terlouw will be supported 
by the entire D'66 group when he defends his policy in the Second Chamber. 
Terlouw will have more loyalty than do Van Agt and Den Uyl in their parties. And 
perhaps even more than Van Agt and Den Uyl together. 


Score for position in his own party: 92. 


Position Outside the Party: 


Terlouw's position outside the party is, in the first place, dependent on the 
length of his rope. If the facts shou.d turn out to be even more somber than 
what predictions are now, even Terlouw won't be able to escape an unpopular 
policy. He has one important advantages his predecessor Van Aardenne left be- 
hind the impression of boogyman. He went too far for the labor movement, and he 
did not go far enough for employers because the small margins primarily fall in 
the area of economic affairs. After Van Aardenne, the labor movement sees 
Terlouw as a somewhat more flexible minister of economic affairs, and employers 
are not shaking with fear for an anti-employers' policy. Terlouw likes to keep 
his hands free in order not to let negotiations take place ina preconceived 
atmosphere of hostility. His pronouncements often have a reflective character, 
with which the opponents can go in various directions. Vague, in other words. 


On wage development which is getting out of handt "Perhaps one should do more to 
decrease [the development |, but the question is whether one can do that. One has 
to keep in mind the public acceptance. And one should not antagonize the labor 
movement too much." His vagueness doesn't date from today or yesterday. During 
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the budget debates of 1972 Terlouw said: "D'66 is not by principle an advocate or 
opponent of means of production in the hands of the community in all forms, at all 
times and everywhere. The growth economy of the last 40 years has made it pos- 
sible for industrialized countries to catch up with a big part of consumption-lag 
which existed in a great part of the working population. One must judge that in 

a positive manner. But everything has its hour and everything under the heaven, 
its time." A socialist undertone? 


When nine top employers aired their complaints on the spoiled business climate in 
the Netherlands, Terlouw reacted with an adjusted announcement: "The indispensable 
function of a healthy industry has too often and too easily been neglected. It 

has often been forgotten that the pen with which the criticism was written and 

the mimeograph with which the written material was multiplied originated from 

that same industry." And he said further that "economic growth really is not 

a very big virtue any longer." Total impression: vague. Vagueness increases 
room for negotiation when the goodwill emphasis counts more heavily than the 
suspicion which is created by vagueness. For the time being Terlouw's good- 

will seems to have the winning hand. Therefore it is not unthinkable that Terlouw 
can improve the climate between employers and the labor movement. Unless he 
discovers that his rope is shorter than what was promised to him. Whether Terlouw 
can also operate under unfavorable conditions is an open question. He has never 
yet had to sell an unpopular policy. And there is no guarantee either that he 


is capable of doing that. 
Score for position outside the party: 65. 


Final score of Jan Terlouw, rounded off upward: 72. 
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POLITICAL SPAIN 


CARRILLO, GONZALEZ ATTACK NATO ENTRY 


"MUNDO OBRERO' Editorializes 
Madrid MUNDO OBRERO in Spanish 11-17 Sep 81 p 4 


(Editorial: "Why Nato?"] 


[Text] Why join NATO? Why now? What is the government's rush? What is behind this 
move? Why is the truth about the consequences of this measure being concealed from 
the people? If the Calvo-Sotelo government's decision is in keeping with the views 
of the UCD [Democratic Center Union] and its members of parliament, why such fear 

of a secret parliamentary vote? Why such panic over a referendum in which the people 
would freely express their opinion? 


These and many other questions have yet to be answered. By means of an operation 
which was carefully prepared in August, the Calvo-Sotelo government is trying to 
impose its will as though this were an insignificant decision or one which must in- 
evitably be accepted. Instead of a campaign of clarification, we are witnessing 

a process of disinformation, of concealment of the truth. While Calvo-Sotelo remains 
silent, wearing his usual sullen, melancholy and indifferent face, Perez Llorca, 
Ruperez and Oliart make inspired remarks about the wonderful advantages which NATO 
will bring to Spain. They say that joining the Atlantic Alliance will increase our 
security and automatically conceal the fact that Spain will become a target of nuclear 
retaliation in the event of a conflict. They say that after the long period of neu- 
trality, Spain will finally be at the level at which major international decisions 
are made and do not mention that joining NATO will turn our country into merely a 
pawn of U.S. strategy by hampering its own individual and independent policy concern- 
ing relations with Third World countries and for actively contributing to peace. 

They swear that such a decision will not mean great expenditures and try to ignore 
the present situation of countries such as the FRG, with more resources and a higher 
level of development than Spain and whose economic problems are being aggravated 
precisely because of increased NATO spending. 


By giving this issue priority, the Calvo-Sotelo government is pretending that Spain 
does not have its own major problems to solve. Apparently unemployment, the economic 
crisis, terrorism, the dangers of involution, the adulteration of colza oil, democra- 
tization of the apparatus of government, the development of the autonomy process ..-- 
can wait. Apparently negotiations for Spain to join the European Common Market or 
the matter of Gibraltar do not deserve priority either. 








From the standpoint of Spain's interest, a worse time could not have been chosen. 

The dilemma over Spain's membership in NATO is dividing Spaniards, increasing tensions 
and complicating the resolution of today's urgent problems, a process requiring a 
climate for contrasting opinions, negotiation and cooperation. 


In the present international situation, a responsible government would suspend making 
a decision on this issue. That would be in keeping with Spain's interest and would 
be a contribution to the cause of peace and detente. We live in a time fraught with 
dangers. There are many sources of tension in the world. But an alarming factor 

is developing: Europe is on the road to becoming the center of confrontation between 
the two superpowers. Until now, such confrontation has been taking place in other 
areas, with greater room to maneuver for localizing a conflict and finding solutions. 
The danger is much greater in Europe and such a confrontation could lead to a nuclear 
world war. The dynamics of the policy of blocs is causing this situation. And the 
solution is not to reinforce the blocs but to proceed with their simultaneous dissolu- 
tion, the elimination of foreign military bases and disarmament. 


Reagan's current policy, which is in keeping with the strategic gozls of the U.S. 
military-industrial complex, tends precisely to turn Europe into the site of confron- 
tation. The Reagan administration believes that the United States is in better shape 
in Europe, especially if its policy is supported by European nations. in other parts 
of the world--and the experience of Vietnam was exemplary--the United States finds 
itself in worse circumstances. 


It is logical for Reagan to be interested in Spain's rapid entry into NATO. This 

is in keeping with his current aggressive and dangerous policy. It is consistent 
with the plan to deploy new missiles in Europe, production of the neutron bomb and 
encouraging the arms race. Spain's entry into the Atlantic Alliance would strengthen 
Reagan's policy, would partly neutralize the trends of various European governments 
toward their own independent policies which would keep the two superpowers at a 
distance. It would be a step contrary to the prospect of Greece's departure from 

the Atlantic Organization, which is foreseeable if PASOC [Panhellenic Socialist Move- 
ment] wins the October elections as expected, or the trend of various governments 
toward ridding various parts of the continent of nuclear weapons. 


From the standpoint of Spain's interest, there is no reason at all for our country 
to join NATO, much less in the crude, antidemocratic and irresponsible way that the 
Calvo-Sotelo government is trying to bring this about. 


Carrillo Attacks 


Madrid MUNDO OBRERO in Spanish 11-17 Sep 81 pp 10-12 


[Text] Concerning the poisoning from adulterated oil, Santiago Carrillo confirmed 

the PCE's participation in the parliamentary debate to be held this week on 15 Septem- 
ber. "In this regard, we will unreservedly support the highly justified demands 

of those who were injured from the use of colza oil and will hold the government 
responsible for the serious neglect which it has shown and continues to show in re- 
gard to such a serious matter." Carrillo described the colza oil incident as "much 
more serious than terrorism, because it has caused many more victims in a relatively 
short time." He pointed out that the responsibility "does not lie with just one or 
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two ministers; the entire government is responsible, beginning with its premier, 

Mr Calvo-Sotelo." The PCE general secretary made reference to the prime minister's 
skill in making gestures, of which there has been talk, and added: "But we have 

not yet seen a serious gesture by the prime minister in regard to this matter, which 
is so serious and critical for Spain. We will therefore propose solutions and hold 
the entire government responsible." : 


Furtively and Treacherously 


Santiago Carrillo subsequently referred to the issue of Spain's membership in NATO. 
"The question which we are asking ourselves, together with the entire country I be- 
lieve, is: why now, why with such pressure? This approach greatly resembles the 
furtive and treacherous methods common to some crimes. It is said that the UCD's 
policy has always been clear and has demonstrated its Atlantic sympathies; I will 
not discuss this," Carrillo argued, "but I do want to say that while Mr Suarez was 
in power, he held the matter of NATO in suspension. And Suarez did so because he 
believed that it was necessary to obtain a consensus in the country in order to join 
NATO. This consensus has nct been obtained and does not exist. Thus there is now 
a basic change in the UCD's policy. Mr Oreja later reaffirmed the UCD's desire for 
Spain to join NATO, but announced that the problem of returning Gibraltar to Spain 
and of Spain joining the Common Market would have to be settled before Spain could 
join NATO, and thus the UCD has again broken its promises to the country, since 
neither has Gibraltar been returned to Spain nor have we entered the EEC." Carrillo 
continued: "Mr Calvo-Sotelo, in discussing Spain's membership in NATO, later announced 
a meeting with political parties; so far as I know--since he has not discussed this 
matter with us--thus far he has apparently spoken only with the leader of Popular 
Alliance. This means that the UCD has systematically broken its promises to the 
Spanish people concerning membership in NATO and now, furtively and treacherously, 

I repeat, it is thinking of resolving the matter by means of a vote requiring a 
simple majority in a parliamentary debate that will not enable the country to get 

a clear idea of the seriousness and significance of this issue." 


Europe as Possible Theater of World Conflict 


Concerning Spain's membership in NATO, Carrillo stressed that "it is not so much 

a question of opposition to NATO as a defense of what we consider to be the national 
interest and the interest of peace." Immediately afterwards, he thwarted the ploy 
of those trying to link the PCE to an anti-NATO operation of Soviet character. In 
this regard, he said that the PCE's position "has nothing to do with the USSR's posi- 
tion. We stated in our congress that the international class struggle will not take 
place through the confrontation of the two existing world blocs but through their 
elimination. Thus there is a fundamental ideological and political difference with 
the official Soviet position." Santiago Carrillo pointed out that proposals had 
been made to the USSR and the Warsaw Pact countries to take the initiative, even 
including accepting a schedule for "putting an end to military blocs and military 
bases." This proposal has so far not received a favorable response, because we are 
afraid that both the United States and the Soviet Union do not want to eliminate 
military blocs at this time, and not so much for strategic reasons as for political 
reasons, for power in spheres of influence in the world." Carrillo said later that 
he had taken advantage of these holidays to tour nonaligned countries, "to emphasize 
the PCE's position of nonalignment." He was then asked what was the most important 














aspect of Spain's entry into NATO and at this point Carrillo explained the idea that 
the zone of conflict, which has so far been located in the Third World and certain 
outlying areas where the contradiction between the two blocs was more acute, is now 
moving toward Europe. "The European continent is a vital continent and if the contra- 
diction between the two superpowers intensifies, it may cause 4 world war." 


Neither NATO nor U.S. Bases 


"In that sense," Carrillo continued, "both the Soviet missile installations and the 
West's planned deployment of missiles in Europe, as well as the production of the 
neutron bomb--already underway by the United States, clearly indicate that Europe 

is becoming a theater of confrontation between the two superpowers. This would 
simply mean the disappearance of human life in Europe and, with the neutron bomb, 

the preservation of real power. And afterwards, I don't know whether it would be 

the Russians or the Americans, they would come to repopulate Europe. But in any 

case, it seems to me that it is not so important for us Europeans to xnow who would 
repopulate our continent afterwards as it is to prevent Europe from being annihilated 
in a nuclear war." At a time when five northern European countries are banning nuclear 
weapons, the PCE general secretary noted, Spain, under Calvo-Sotelo's leadership, 

is deciding to join NATO, "and thus Spain will become a nuclear base. And our frivol- 
ous, aristocratic minister of foreign affairs had better not tell us that if Spain 
joins NATO there will be no nuclear weapons here, because if Spain joins NATO it 

is obvious that it will assume the commitments of any NATO country and there will 

be nuclear weapons here. Spaniards should not be deceived; the reality is that at 

a time when trends toward independence from the two superpowers are becoming more 
pronounced in all European countries, this is the tine that Mr Calvo-Sotelo and his 
administration have chosen to make our country a member of NATO. I don't know whether 
anyone has been told why we are joining NATO now," Carrillo wondered, "but I have 

not yet come across any explanation." Carrillo then proceeded to examine the UCD 
report on the significance of NATO. "This is a report," he said, "which does not 
defend membership in NATO. It is a report against the U.S. bases installed in Spain, 
because among other things, this report states that the cold war has not ended and 
that Spain would not be safe because U.S. bases would be Soviet targets. And then 
throughout the discussion, it states that by joining NATO we would not be taking 

any risk other than having American bases in Spain. Well then, the solution is not 

to join NATO," Carrillo said, "but to eliminate American bases in Spain and if any 
conclusion can be drawn from the UCD report, it is exactly that." 


Strategic World Balance Upset 


On the international level, Carrillo stressed the obvious inadvisability of our coun- 
try's membership in NATO and argued this position from several standpoints. "Spain's 
entry would upset the present strategic balance, which is one of the components of 
this fragile world peace. And one of the things that worries me," he continued, 

"and worries me a great deal, is that Spain's entry into NATO could indirectly cause, 
and even justify to a certain extent, the interruption of that very important process 
of reorganization which has been taking place in Poland in recent months. I believe," 
he added, "that this factor cannot be underestimated and that if that logic of blocs 
is being introduced into our continent, Spain's membership in NATO could directly 
jeopardize the process of reorganization in Poland.” 











With regard to Spain's doniestic situation, the Calvo-Sotelo administration's planned 
action, according to the communist analyst, would only intensify the many problems 
"capable of dividing Spaniards." And at this time the issue of NATO "introduces 
another divisive factor which is even much more serious," Carrillo said. "IT doubt 
very much that it would be possible to continue a policy of agreements between the 
opposition and the government if Spain joins NATO in the manner in which the govern- 
ment wants it to do so. I doubt that very much. And I refer only to the manner," 

he added, “because the voting system, requiring a two-thirds majority for approval, 
has been used for issues much less serious than this and in this instance a simple 
majority will decide the country's fate. We have demanded a referendum. We consider 
it essential that such a serious prospective choice be made at least with citizens' 
approval and regarding this issue, which is not just any international agreement 

but a much more serious one, in our opinion the constitution would require a vote 

of the people. We believe that if Spain joins NATO without such a popular vote, 

that will be a low blow to the country's will and future by an irresponsible government." 


Scandalous Policy of Minorities 


"We wonder," Santiago Carrillo continued, "about the government's honorable gesture 
of rejecting what it calls Soviet meddling--in reference to the NATO report. Concern- 
ing that gesture, which we could support, we wonder why Mr Calvo-Sotelo's government 
does not show the same self-respect in regard to constant U.S. meddling in Spanish 
politics. Why give in to U.S. demands, for no one can convince us in any way that 
membership in NATO would be in the UCD's interest. We think that NATO membership 
will make the UCD'’s problems worse, i.e., that the UCD is hurting itself to some 
extent by supporting membership in NATO, in view of the prospects of elections which 
would grant a majority to the forces that have opposed such membership, and that 

is why the UCD does not want a referendum. Why is the UCD doing that? If it is 

not in the party's interest, what obligations do Mr Calvo-Sotelo and Mr Perez Llorca 
have to the United States to make such a serious mistake, even from the standpoint 

of the UCD? In a situation," he continued, "in which democracy is fragile, with 

a government that cannot last much longer because it is not strong and stable and 
whose future is not secure for very long, I wonder why a weak government without 
authority and without a future is making such a serious decision for Spain." Santiago 
Carrillo went on to criticize the position "of some parties, such as the PNV [Basque 
Nationalist Party] or Catalonian Convergence and Unity, which are accepting special 
government concessions to their policies in exchange for voting in favor of joining 
NATO. I consider scandalous such action of selling political positions in exchange 
for concessions, of jeopardizing the future of Catalonia and the Basque region, which 
are part of Spain's future, for insignificant or even important concessions to their 
parties’ policies." 


An Issue of the People More than Anyone Else 


"Tl want to believe that there is still time for all of us to think about this during 
the days remaining until this matter is discussed and to think seriously before taking 
any action," Santiago Carrillo said. "We are prepared to stress the need for more 
thought and to participate in collective discussions with other parties, in a calm 

and reasonable discussion of this issue, but in the meantime," Carrillo stated un- 
equivocally, "we are also prepared to utilize all the possibilities offered to us 

by the constitution for mobilizing the masses against a measure affecting the life 











of Spain, the life of Europe, which all of us apparently want to lengthen, and the 
life of the world. 


‘We are prepared to turn to the people," Carrillo continued, "and to denounce atti- 
tudes such as that of the president of the Senate, who has said that this issue is 
not one for the common people but for the elite. But if there is a world conflict," 
he emphasized, "a nuclear conflict, those who will die are the common people and 
some of the elite, although some may perhaps save themselves in fallout shelters, 
but the common people will die and they are the ones who have more right than anyone 
to participate in making a decision of this kind." 


Carrillo concluded by saying that if an attempt is being made to find scapegoats 

for the colza oil disaster in the event of a crisis, the PCE would not participate 

in such a game. "It is not just Mr so-and-so who is responsible for what has happened. 
If there is a crisis," he said, "the entire government would have to resign and in 

this country there is a solution, a solution which has already been proposed OO A 
Carrillo is referring to a coalition government. 


Gonzalez Opposes 
Madrid EL SOCIALISTA in Spanish 9-15 Sep 81 pp 16-18 


[Interview with PSOE General Secretary Felipe Gonzalez by EL SOCIALISTA; date and 
place not specified] 


[Excerpts] [Question! The government's attempt to make Spain a member of NATO, 

its attempt to introa ce private television and the problem of toxic pneumonia sug- 
gest a fall confronta..on between the PSOE [Spanish Socialist Workers Party] and 

the government. How far are the socialists thinking of carrying the political con- 
frontation? Could this confrontation affect the agreements on autonomy? Wouldn't 
the Socialist Party be acting in a contradictory manner by criticizing the government 
and supporting it at the same time so that it does net collapse? 


FELIPE GONZALEZ: There is a definite possibility of a harsh confrontation this fall 
between the PSOE and the government over some of the issues mentioned. This confron- 
tation could also occur after several months of dialogue and negotiation which have 
involved not only the government and the PSOE but also, in another area, trade unions, 
employers and the government. This situation is sometimes not very clear to the 
average citizen, who does not have an adequate explanation of the facts. You have 
just mentioned three issues, followed by three questions. First of all, the PSOE 

is aware that the democratic process is still not strong. In February, therefore, it 
offered the candidate for prime minister a full-majority government capable of assur- 
ing the protection of democratic institutions and dealing with Spain's hasic problems: 
the economic crisis and unemployment; developing autonomous government and fighting 
terrorism and attempts to overthrow the government. As is well known, this offer 

was not accepted by the government, which has in turn proposed negotiation on some 

of these major problems. The Socialist Party endorses the socioeconomic negotiations 
known as the National Agreement on Empioyment and also accepts negotiation of autonomy 
issues and community financing, together with significant administrative reform issues. 
Our idea has been and continues to be the same. In a situation like Spain's, a great 
effort has to be made to solve the country's problems through valid agreements while 











trying to avoid unnecessary confrontations over nonpriority issues or ones which are 
not very important for strengthening democracy and modernizing the government and 
society. 


Thus of the three controversial issues mentioned, NATO and private television have 
been voluntarily introduced by the government without any clear explanation of their 
applicability or necessity for present-day Spain. The third issue deserves a different 
approach. We are not going to change the agreements reached on autonomy, administra- 
tive reform or financing. We don't want to get involved in dangerous provocations 

or in unbecoming exchanges between political officials, but we will naturally defend 
our positions to the end. And there is no contradiction other than the one which 

the government itself is seeking and which we must accept while trying to clarify 

what is behind this entire operation. 


[Question] But ... what is behind it? 


[Answer] With regard to NATO, it should at least be said that we are in no hurry 
to make a decision--perhaps the Americans are. ‘hy is the government, aware that 
the issue is dividing Spaniards, provoking a debate in a delicate situation? Why 
is it ignoring public opinion, saying that there will be no referendum regurdless 
of the number of signatures collected? With problems of unemployment, a political 
crisis and involutionist threats, why does Spain in 1981 need to become part of a 
multilateral military bloc? 


[Question] Let's get back to the issue of Spain's membership in NATO. The PSOE's 
campaign, including its slogan "Not NATO Right Now,” has been accused of not being 
very firm or of using nuances to soften the socialists’ position .... 


[Answer] The party's position is clearly against Spain joining NATO and will not 
change unless the Spanish people decide otherwise, in which case we would respect 
their decision. Some people would like the socialists to conduct an anti-NATO cam- 
paign so that they could slander or attack us and it annoys them that we are stating 
clearly and very calmly that in our opinion NATO is a reality in a world divided 

into military blocs, but that we do not want Spain to become part of a multilateral 
bloc. Despite this clear and firm position, some people would have others believe 
that we would accept the decision as a foregone conclusion, reducing our position 

to a mere gesture. They are mistaken. If we win in 1933, we will bring up this 

issue so that the decision, of which the Spanish people are today being deprived 

by the government, can be made under our supervision. In our campaign of information, 
opposition and demand for a referendum, we have tried to express not only the position 
of those who are against joining NATO but also of those who are undecided and want 

to be informed, and even of those who, although they are in favor of NATO membershi}', 
want the decision to be made following a citizens' referendum. Finally, we are also 
speaking to those who believe that there are issues that are much more important 

for Spain and that the debate on NATO can wait. This shows that we are not conducting 
a simplistic campaign. 


The irritation of certain government neo-NATO-ists over the PSOE's decision to inform 
the people and to petition for a referendum is peculiar. They have even gone so 

far as to say that what we are doing is deceitful and that they will make us a member 
of NATO regardless of the number of signatures collected. I have never seen a more 


antidemocratic contempt of citizens. 
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PSOE's Publicity Campaign Against 
Madrid EL SOCIALISTA in Spanish 9-15 Sep 81 pp 22-24 
[Article by F. C.] 


[Text] The slogan of the socialist campaign begun last week to make possible a 
referendum on our entry into NATO accurately rerlects the PSOE's position in trying 

to stop the dizzying obstacle course which the Calvo-Sotelo government has apparently 
entered in order to achieve its coveted goal: making our country part of a particular 
military bloc, at a rather unfavorable time and without any advantage in return. 


The method which the administration has selected is the easiest and, in principle, 
entails fewer problems: parliamentary “pproval by a simple majority. The other 

wa;, i.e., the application of an organic law, would require an absolute majority 

of both houses of parliament, something which could undoubtedly jeopardize the current 
prime mirister's NATO plans. This risk would derive not only from the opposition 

of leftist parliamentary forces to Spain's membership in NATO but also from the posi- 
tion that would be taken by the UCD's social-democratic faction, which is part of 

that party's most progressive wing. 


As the PSOE general secretary, Felipe Genzalez, pointed out during a press conference 
last week, the administration is prepared to dodge the required obstacles in order 

to expedite the procedure for our country to join the Atlantic Alliance. Any citizen 
following, with a little attention, the governmental process of achieving this goal 
could see that the same Leopoldo Calvo-Sotelo has, together with his administration, 
started a race against the clock without the essential minimum requirements. ed 

he could use a decree for joining NATO, he would do it," Felipe Gonzalez said. 
Actually, as the socialist leader noted, the government's aim is none other than 

to avoid public opinion as much as possible by rejecting a debate and the ensuing 
referendum. 


Exit as Well as Entry 


If the government ultimately manages to smooth the way for Spain's entry into NATO 

by the simplest and, at the same time, least responsible method, our country's hypo- 
thetical exit from that military bloc would be decided by the citizens by a referendum, 
assuming that the current leading opposition party obtains the necessary governmental 
means to make that pcssibility a reality. 


"If the government does not accent a refevendum now," Felipe Gonzalez said, "the 
PSOE would be forced to submit that decision to a teferendum when it gets the chance 
to do so. Contrary to what is said, there is no enthusiasm among the vast majority 
of European governments over Spain's membership in NATO. Not because of such an 
entry itself, but because of what this implies from an international standpoint. 

In every European country," Felipe noted, “there has been an increase in domestic 
tensions in connection with the new Reagan era. European governments are seriously 
concerned about this. The great paradox is that when one government happens to make 
a statement against our joining NATO, it is rightly said that this is meddling in 
Spunish internal affairs. But when som2zone happens to make a statement in favor 

of entry, it doesn't occur to anyone to say that this is interference with our 
sovereignty." 
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If we look a little further into the procedure which the government party is trying 
to follow for making us a member of NATO--by means of constitutional article no. 94.1 
--we note more paradoxes. Thus, for example, a two-thirds majority in the Chamber of 
Deputies is required for the members of the RTVE [General Directorate of Spanish 
Radio Broadcasting and Television] board of directors to make a decision. But in 
order to join the Atlantic Allianice--a much more important step from the national 
standpoint--only a simple majority would be required, by no means satisfying the 
requirement of any organic law. 


What are the objective factors causing the government to settle an issue of such 
political importance so quickly? The average citizen does not know, while opposition 
political factions make more or less accurate guesses. Perhaps the present secretary 
of state for foreign affairs, Carlos Robles Piquer, has the answer. He states cheer- 
fully that "the United States is more generous with countries which have agreed to 

be members of the Atlantic Alliance." According to Felipe Gonzalez, it is obvious 
"to everyone" that there is American pressure: "Well, I think that the government 
should know how to handle U.S. pressure in order to protect Spanish interests. I 
would consider it unfortunate," Felipe Gonzalez said, "for the administration to 
allow itself to be pressured in this way. The Spanish Government's haste is a haste 
that is typical of the Spanish Government," he added ironically. 


Purpose of Campaign: To Inform 


fo combat this NATO "fever" from which the present Calvo-Sotelo cabinet 2pparently 
suffers, the leading opposition party has started a government-level campaign whose 
main purpose is to inform the public about everything concerning the Atlantic Organiza- 
tion. As the current PSOE secretary for press and propaganda, Guillermo Galeote, 
pointed out in the same press conference, it is a matter of offering citizens true 

and reliable information about the possible consequences of Spain's membership in 

NATO. "The campaign's slogan--‘Not NATO Right Now'--reflects our position as a party 
and also makes it possible for people with doubts in this respect or with different 
views to agree with us in the event of a referendum." 


The socialist initiative includes publicity coverage providing for 1,325 information 
booths throughout the country, 125,000 posters, 1 million triptyches, 1.5 million 
sticke:s with the basic message and 50,000 informational brochures answering questions 
which any citizen might nave about our membership in the alliance. The most important 
part of the campaign is concerned wizh the rallies, meetings and other public demonstra-~ 
tions which the PSOE intends to organize throughout September in every corner of Spain. 
In addition, thousands of tables would be set up to collect the signatures of people 
petitioning for a popular referendun. 


The announcement made by the minister of defense, Alberto Oliart, concerning Spain's 
outlay for joining NATO--about 8.000 billion pesetas annually, based on official 
figures--coincided with the beginning of various public campaigns organized by other 
parliamentary forces. The PCE general secretary, Santiago Carrillo, thus joined in 
his party's initiatives from the studios of Yugoslav television. The UCD in turn 
opened its campaign in favor of joining the alliance, while having to cope with the 
divisions which the debate over this issue is causing within the party. As for the 
positions of other groups, they can be assessed clearly on the basis of their conduct 
in the Assembly of Spokesman, which met last week. When the time came for approval 
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of the steps taken by the government to obtain membership in NATO, the Mixed Group 
abstained, while Basque and Catalonian nationalists requested an opinion from the 
chamber's legal department. Marcos Vizcaya (PNV) voted with the left against refer- 
ring the membership proposal to the Foreign Affairs Committee. The CD [Democratic 
Convergence] position has so far been to support the government's initiative, with 
the exception of the positions of Antonio de Senillosa and Jose Maria de Areilza. 


Referendum Necessary 


The PSOE is the only party at the present time that is clearly advocating a popular 
vote to decide on our entry into the Atlantic military bloc. The importance and 
significance of this issue demands such a solution. 


"The people are the ones who must decide," Felipe Gonzalez said. "The vast majority 
of countries joined at the time that the treaty was signed in a very special situa- 
tion. Those which have joined since, such as Germany, had a geostrategic situation 
completely different from Spain's. Even Germany, by such action, recovered part 

of the sovereignty which it lost following World War II and part of its political 
autonomy. But Spain's entry into NATO,"' Felipe Gonzalez said, "means membership 

in a multilateral military pact of much greater complexity. The issue concerns the 
security of 36 million citizens and the referendum could therefore be introduced 
quite simply. It is an historic change with serious consequences and could logically 
be put to a vote. What is more, we have demanded that if this issue is not directly 
put to a vote by means of a referendum, it will at least be put toa vote indirectly 
through a debate in an election campaign. The Spanish people will have to decide 
whether or not this is an issue which tips the balance of power in one direction 

or the other," he emphasized. 


Opposed Interests 


One of the arguments which the government has been using more forcefully--with the 
minister of defense in the forefront, so that the public will look favorably on Spain 
joining the alliance, is that of strengthening our defense system against possible 
conflicts abroad. What the administration has not yet explained is the basis of 

this argument. | 


"So far," Felipe Gonzalez said, "no one has been able to provide a single argument 

that Spain's security would be increased by our membership in NATO. Spain's poten- 
tial sources of conflict do not even correspond to the Atlantic Pact's potential 
sources of conflict. The national defense system would therefore be a system that 

at least does not correspond to the defense system which NATO membership would impose." 


With regard to defense policy, Felipe Gonzalez thinks that one of the major problems 
with bilateral relations between Spain and the United States is that the latter is 
not totally committed to any conflict of war occurring within our country. "Spain's 
defense policy," he added, "must be oriented toward potential sources of conflict. 
These sources do not totally correspond to NATO's potential sources of conflict. 

The defense system has to be differentiated. Moreover, the bilateral treaty with 
the United States has always been considered a favor by the latter to Spain. It 

is time to consider that, in any case, there are opposing mutual interests.” 
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Among the paradoxes which Spain's hypothetical membership in the Atlantic Alliance 
could produce, Felipe Gonzalez finally pointed out one of an historical nature. "We 
could sign a treaty and thus be militarily allied with countries such as England, 
which has a colony on sovereign Spanish soil as a military base. The paradox could 
be carried to its extreme. British interests could feel threatened by foreign action 
against Gibraltar and Spain would be obliged by the treaty to take steps to protect 
British interests. If the government manages to obtain the approval of parliament, 
we hope that it will do so with enough dignity to bring «, throughout the request 
for NATO membership, the necessity of the allies' recogni..-n of Spanish sovereignty 
over Gibraltar. The United Nations has already done this." 


11915 
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